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Ramotshere Molfoa Local Municipafity 

Annual Financial Statements for the year ended 30 June 2018 

Accounting Officer's Responsibiiities and Approvai 


The accounting officer is required by the Municipal Finance Management Act (Act 56 of 2003), to maintain adequate 
accounting records and is responsibie for the content and integrity of the annual financial statements and related financial 
information included in this report It is the responsibility of the accounting officer to ensure that the annual financial statements 
fairly present the state of affairs of the municipality as at the end of the financial year and the results of its operations and cash 
flows for the period then ended. The external auditors are engaged to express an independent opinion on the annual financial 
statements and was given unrestricted access to all financia! records and related data. 

The annual financial statements have been prepared in accordance with Standards of Generally Recognised Accounting 
Practice (GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards Board. 

The annual financial statements are based upon appropriate accounting policies consistently applied and supported by 
reasonable and prudent judgements and estimates. 

The accounting officer acknowledges that he is ultimately responsible for the system of internal financiai controi established by 
the municipality and place considerable importance on maintaining a strong control environment. To enabie the accounting 
officer to meet these responsibilities, fhe accountlng officer sets standards for internal control aimed at reducing the risk of 
error or deficit in a cost effecfive manner. The standards inciude the proper delegation of responsibilities within a clearly 
defined framework, effective accounting procedures and adequate segregation of duties to ensure an acceptable level of risk. 
These controis are monitored throughout ihe municipality and all employees are required to maintain fhe highesi eihical 
slandards in ensuring the municipalit/s business is conducted in a manner that in ail reasonable drcumstances is above 
reproaeh. The focus of risfc management in the municipality is on identifying, assessing, managing and monitoring ail fcnown 
forms of risk across the municipality. While operating risk cannot be fully eliminated, the municipallty endeavours to minimise it 
by ensuring that appropriate infrastructure, controls, systems and eth.icai behaviour are applied and managed within 
predetermined procedures and constraints. 

The accounting officer is of the opinion, based on the information and exp!anations given by managernent, that the system of 
internal control provides reasonable assurance that the financial records may be relied on for the preparation of the annual 
ftnancial statements. However, any system of interna! financiai control can provide only reasonable, and not absolute, 
assurance against material misstatement or deficit. 

The accounting officer has reviewed the municipality’s cash flow forecast for the year to 30 June 2019 and, in the light of this 
review and the current financial position, he is satisfied that the municipality has or has access to adequate resourees to 
continue in operational existence for the foreseeabie future. 

The external auditors are responsible for independently reviewing and reporting on the municipality's annual financial 
statements. 

The annuai financia! statemenis set out on pages 5 to 62, which have been prepared on the going concem basis, were 
aoproved by the accounting officer on 31 August 2018 and were signed on its behalf by: 



R.T Phakalane 
Accounting Officer 
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Ramotshere Wfoiioa Loca! Munfcipaiify 

Annual Financial Statements forthe year ended 30 June 2018 

Accounting Officer's Report _ 


The accounting officer submits his report forthe year ended 30 June 2018. 

1. Review of activities 
fvlain busšness and operations 

The municipality main business is the provision of services to the community in line with Part B of Scheduie 4 and Part B of 
Schedule 5 of the Constitution. The municipality provides services in Zeerust, Lehurutse and Groot Marico. 

Net surplusof the municipality is R 13,992,537 (2017: deficit R 39,562,956). 

2. Going concern 

The annual financial statements have been prepared on the going concern basis. This basis presumes that funds will be 
available to finance future operations and that the realisation of assets and settlement of liabilities, contingent obligations and 
commitments will occur in the ordinary course of business. 


3. Subsequent events 

Tnere are no significant events subsequent to the reporting period. 


4. AGCOunting poiicies 

The annual finandal statements have been prepared in accordance with South African Standards of Generaliy Recognised 
Accounting Practice and the requirements of the Municipa! Finance Management Act 2003 (Act N0. 56 of 2003) (MFMA) and 
the Division of Act South Africa (Act No.2 of 2013) (DoRA). 

The annual financiai statements are prepared in accordance with the Statements issued by the Accounting Practices Board, 
and in accordance with the prescribed Standards of Generally Recognised Accounting Prac-tices (i^RAP) issued by the 
Accounting Standards Board as the prescribed framework by Nationai Treasury. 

5. Accounting Qfficer 

The accounting officer of the municipality during the year and to the date of this report is as foilows: 


Name 

M.l Matthews 
S.A Adroos 
R.T Phakalane 
B.G Selebogo 


Nationality 
South African 
South African 
South African 
South African 


Changes 

13 July 2017 - 23 November 2017 
23 November 2017-02 April 201 8 
15 April 2018 - 30 June 2018 
01 August 2018 to date 
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Ramotshere Moiloa Local Municipaiity 

Annual Financial Statements for the year ended 30 June 2018 

Accounting Officer's Report 


6. Corporate governance 
GeneraS 


The accounting officer is committed to business integrity, transparency and professionalism in all his activities. As part of this 
commitment, the accounting ofFicer supports the highest standards of corporate governance and the ongoing development of 


Audit and risk committee 

The Audit Committee has complied with its responsibiiities arising from Section 166 of the Municipal Finance Manaqement Act 
and C'rcular 65 issued by National Treasury. The Audit Committee has adopted appropriate formal terms of reference as its 
Audit Committee Charter, and it has regulated its affairs in compliance with this charter and has discharaed all ifs 
responsibiiities as contained therein. y 

The Audit Committee, consisting of independent outside members, has met at least four times per annum as per its approved 
terms of reference, although additional special meetings were held. K 

The AC reviewed functionaiity of the performance management system and it appears to be functional, however there is a 
roorn for improvement in so far as achievement of planned targets is concerned and submission of portfoifc *of evirlencp 
timeously. " 

The AC is of the opinion that municipality’s risk management appears to be ineffective for fhe better of the year and material 
respect, and the municipaiity did implement a c-omprehensive risk management strategy and reiated poiicies. 

7. Auditors 


Auditor General South Africa will continue in office forthe next financial period. 
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Ramotshere MoiEoa Local Mumcipaiity 

Annua! Financial Statements for the year ended 30 June 2018 

Statement of Fsnancial Position as at 30 June 2018 


2018 2017 

Restated* 

Note(s) R R 


Assets 




Current Assets 




Inventories 

2 

7.020,503 

7,893,602 

Other financial assets 

3 

2,325,089 

2,111,750 

Receivables from exchange transactions 

4 

698,072 

670,313 

Receivables from non-exchange transactions 

5 

11,542,020 

6,765,865 

Consumer debtors 

6 

58,247,095 

44,832,650 

Cash and cash equivalents 

7 

14,651,208 

2,034,746 



94,483,987 

64,308,926 

Hon-Current Assets 




Investment property 

8 

53,836,358 

54,972,872 

Property, plant and equipment 

9 

581,5-34,006 

578,223,324 

Intangible assets 

10 

1,636,043 

1,967,100 

Heritage assets 

11 

404,550 

404,550 



637,480,957 

635,567,846 

Total Assets 


731,944,944 

699,876,772 

Liabifities 




Current Liabilities 




Other financial fiabifities 

12 

2,981,233 

1,566,S90 

Finance lease obiigation 

13 

1,798,136 

2,807,788 

Payables from exchange transactions 

14 

105,449,999 

97,112,278 

VAT payable 

15 

1,229,377 

1,461,039 

Consumer deposits 

16 

1,994,904 

1,859,033 

Employee benefit obligation 

17 

1,017,714 

1,008,000 

Unspent conditional grants and receipts 

18 

3,412,376 

2,203,504 

Provisions 

19 

- 

586,505 



117,833.739 

108,60-5,037 

Non-Cyrrent Liabiiities 




Otherfinancial liabilities 

12 

2,956,391 

3,718,455 

Employee benefit obligation 

17 

37,213,000 

42,118,000 

Provisions 

19 

45,025,000 

30,561,000 



85,194,391 

76,397,455 

Total Liabiiities 


203,078,130 

185,002,492 

Het Assets 


528,866,314 

514,874,280 

Accumulated surplus 


528,866,814 

514,874,280 


See Note 51 
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Ramotshere Moiloa Local Municipality 

Annual Financial Statements for the year ended 30 June 2018 

Statement of Financial Performance 



Note(s) 

2018 

R 

2017 

Restated* 

R 

Revenue 




Revenue from exchange transactions 

Service charges 

20 

70,065,993 

67,985,005 

Sale of iand 


169,650 

67,760 

Rental offacilities and equipment 

21 

141,745 

305,459 

Licences and permits 


1,100,121 

2,778,840 

Miscellaneous other revenue 


2,675,920 

1,692,097 

Interest received - investment 

22 

1,875,591 

613,420 

Fair value adjustments 


- 

8,521 

Tota! revenue fromm exchange transactions 

Revenue from non-exchange tratisactiorjs 


76,023,020 

73,451,102 

Taxation revenue 

Property rates 

23 

34,942,215 

40,473,071 

Transfer revenue 

Oovemment grants & sufasidies 

24 

181,620,194 

168,002,587 

Fines, Penaities and Forfeits 


5,575,164 

4,904,029 

Totai' revenue from non-excSiange traiisactioffis 


222,137,573 

213,470,537 

Total revenue 

25 

298,166,593 

286,921,689 

Expenditure 

Bulk purchases 

26 

(45,244,172) 

(42,860,444) 

Contracted services 

27 

(9,359,401) 

(6,872,066) 

Debt Impairnient 

28 

(7,445,962) 

(36,052,610) 

Depreciation and amortisation 

29 

(29,169,910) 

(31,109,207) 

Employee related costs 

30 

(106,894,854) 

(123,792,688) 

Finance costs 

31 

(10,001,226) 

(7,334,313) 

(639,090) 

Lease rentals on operating lease 


(583,443) 

Remuneration ofcounciliors 

32 

(12,555,237) 

(9,617,716) 

Impairment loss/ Reversal of impairments 


_ 

(2,333,318) 

Repairs and maintenance 


(3,325,017) 

(6,275,635) 

Loss on disposal of assets and liabilities 


(2,577,553) 

(588,847) 

General Expenses 

33 

(57,017,281) 

(59,008,711) 

Total expenditure 


(284,174,056) 

(326,484,645) 

Surplus (defšcat) for the year 


13,992,537 

(39,562,956) 


* See Note 51 
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Ramotshere Moiloa Local MunšcipaHty 

Annual Financial Statements for the year ended 30 June2018 

Statement of Changes in Net Assets 


Balance at 01 July 2016 

Changes in net assets 
Surplus for the year 

Total changes 

Opening balance as previously reported 

Adjustments 

Prior year adjustments 

Restated balance at 01 July 2017 
Changes in net assets 
Surplus for the year 

Total changes 

Baiance at 30 June 2018 


Accumulated 

surplus 

R 

Total net 
assets 

R 

554,437,236 

554,437,236 

(39,562,956) 

(39,562,956) 

(39,562,956) 

(39,562,956) 

543,392,008 

543,392,008 

(28,517,731) 

(28,517,731) 

514,874,277 

514,874,277 

13,992,537 

13,992,537 

13,992,537 

13,992,537 

528,866,314 

528,866,814 


*SeeNote 51 
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Ramotshere Mošloa Locaf Munšcipafity 

Annual Financial Statements for the year ended 30 June 2018 

Cash FIow Statement 


Cash flows from operating activities 
Receipts 

Service charges & rates 
Grants 

Interest Income 
Other receipts 


Payments 
Empioyee costs 
Suppfiers 
Finance costs 
VAT pavments 


Net cash fiows from operating actšvities 

Cash fiows from cnvesting activities 

Purchase of property, plant and equipment 
Proceeds from sale of property, plant and equipment 
Proceeds from sale of investment propeily 
Purchase of other intangible assets 
Net movemerits in financial assets 

Net cash flows from investing activšties 

Casli fSows from financing actšvitšes 

Repaymeni of long terrrs iiabilities 
Finance Isase payments 
Consumer deposits 

Net cash flows from financing activities 


Net increase/(decrease) in cash and cash equivalents 
Cash and cash equivalents at the beginning of the year 

Cash and cash equōvalents at the end of the year 


Note(s) 


35 


9 

9 
8 

10 


7 


2018 

2017 

Restated* 

R 

R 


84,147,801 

76,946,647 

182,829,066 

168,429,493 

1,875,591 

613,420 

4,887,522 

5,648,401 

273,739,980 

251,637,961 


(134,860,920) 

(131,676,802) 

(88,089,012) 

(78,263,292) 

(5,286,226) 

(3,348,313) 

- 

(6,249,865) 

(228,236,158) 

(219,538,272) 

45,503,822 

32,099,689 


(33.593,946) 

(37,732,998) 

- 

42,774 

1,052,631 

- 

(124,543) 

(1,258,943) 

- 

172 

(32,665,858) 

(38,948,995) 


652,279 

(860,847) 

(1,009,652) 

2,807,788 

135,871 

182,978 

(221,502) 

2,129,919 

12,616,462 

(4,719,387) 

2,034,746 

6,754,133 

14,651,208 

2,034,746 


* See Note 51 
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Ramotshere Mofioa Local Municipality 

Annual Financiai Statements for the year ended 30 June 2018 


StaÈeirtent of Comparison of Budget and Actuaf Amounts 


Budget on Cash Basis 


Approved 

Adjustments 

Final Budget Actual amounts 

Difference Reference 


budget 


on comparable betweenfinal 




basis 

budget and 





actual 


R 

R 

R R 

R 


Statementof FinanciaS Performance 
Revenue 


Reversuefrom exchange 
transactions 


Service charges 

104,723,451 

(22,669,902) 

82,053,549 

70,065,993 

(11,987,556) 

50.1 

Sale of land 

- 

- 

- 

169,650 

169,650 

50.2 

Rental offacilities and equipment 

366,931 

(228,731) 

138,200 

141,745 

3,545 


Licences and permits 

11,201,040 

- 

11,201,040 

1,100,121 

(10,100,919) 

50.3 

Miscellaneous other revenue 

13,891,015 

(255,824) 

13,635,191 

2,675,920 

(10,959,271) 

50.4 

Interest received - investment 

910,000 

- 

910,000 

1,875,591 

965,591 

50.5 

Total revenue from exchange 
transactaons 

131,092,437 

(23,154,457) 

107,937 „980 

76,029,020 

(31,908,860) 


Revenue from non~exchange 
transactions 







Taxation revenue 

Property rates 

44,069,375 

2,455,598 

46,524,973 

34,942,215 

(11,582,758) 


Transfer revenue 

Government grants & subsidies 

202,058,000 

(8,400,000) 

193,658,000 

181,620,194 

(12,037,806) 

50.6 

Fines, Penalties and Forfeits 

601,500 

(1,500) 

600,000 

5,575,164 

4,975,164 

50.7 

Tota! nevenue from non- 
exchange transactions 

246,726,875 

(5,945,902) 

240,782,973 

222,137,573 

(18,645,400) 


Total revenue 

377,821,312 

(29,100,359) 

348,720,953 

298,166,593 

(50,554,360) 


Expendiiure 

Empioyee Refated Costs 

(120,699,293) 

(602,337) 

(121,301,630) 

(106,894,854) 

14,406,776 

50.8 

Remuneration of councillors 

(13,724,507) 

(1,182,479) 

(14,906,986) 

(12,555,237) 

2,351,749 


Depreciation and amortisation 

(30,000,000) 

1,325,025 

(28,674,975) 

(29,169,910) 

(494,935) 


Finance costs 

(580,000) 

130,000 

(450,000) 

(10,001,226) 

(9,551,226) 

50.9 

Debt impairment 

(22,500,000) 

2,500,000 

(20,000,000) 

(7,445,962) 

12,554,038 

50.10 

Bulk purchases 

(40,800,000) 

(100,000) 

(40,900,000) 

(45,244,172) 

(4,344,172) 

50.11 

Contracted Services 

(6,500,000) 

(9,849,996) 

(16,349,996) 

(9,359,401) 

6,990,595 

50.12 

Transfers and Subsidies 

(1,091,000) 

1,091,000 

- 

- 

- 


Other materials 

(12,202,960) 

3,773,256 

(8,429,704) 

- 

3,429,704 


Sale of goods/lnventory 

- 

- 

- 

- 

- 


General Expenses 

(63,536,700) 

21,535,094 

(42,001,606) 

(60,925.741) 

(18,924,135) 

50.13 

Totai expenditure 

(311,634,460) 

18,619,563 

(293,014,897) 

(281,596,503) 

11,418,394 


Operating surpSus 

66,186,852 

(10,480,796) 

55,706,056 

16,570,090 

(39,135,966) 


Loss on disposal of assets and 
liabilities 

~ 

- 


(2,577,553) 

(2,577,553) 

50.14 

Surpius before taxation 

66,186,852 

(10,480,796) 

55,706,056 

13,992,537 

(41,713,519) 


Surplus/(Deficšt) 

66,186,852 

(10,480,796) 

55,706,056 

13,992,537 

(41,713,519) 
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Ramotshere Moiloa LocaS Municipality 

Annual Financial Statements for the year endecl 30 June 2018 

Statement of Budget and Actual Amounts 
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Ramotshere Mošloa Local Municipatity 

Annual Financial Statements for the year ended 30 June 2018 

Accounting Poficies 


1. Presentatšoni of Annual Financial Statements 

The annual financial statements have been prepared in accordance with the Standards of Generally Recognised Accounting 
Practice (GRAP), issued by the Accounting Standards Board in accordance with Section 122(3) of the Municipal Finance 
Management Act (Act 56 of 2003). 

These annual financial statements have been prepared on an accrual basis of accounting and are in accordance with historical 
cost convention as the basis of measurement; uniess specified othenyvise. They are presented in South African Rand. 

A summary of the significant accounting policies, which have been consistentiy applied in the preparation of these annual 
financial statements, are disclosed below. 

These accounting policies are consistent with the previous period. 

1.1 Going concern assumption 

These annua! financia! statements have been prepared based on the expectation that the municipality will continue to 
operate as a going concern for at least the next 12 months. 

1.2 SignificanÈ judgements arad sourees of dstimation unceftainty 

In preparing the annual financial statements, management is required to make estimates and assumptions that affect the 
amounts represented in t'ne annual financial staternents and reiated disclosures. Use uf available information and the 
application of judgement is inherent in the formation of estimates. Actua! results in the future could differ from these estimates 
which may be material to the annual finandai statements. 

These estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are 
recognised in the period in which the estimate is revised, if the revisions affects only that period of the revision and future 
periods ifthe revision affects both the current and future periods. The nature and reasons of the uncertainty, judgement made 
and the inipact to the amounts presented in the financial statements are disclosed in the notes to the annuai financial 
statements. Significant judgements include: 

Trade receivables 

The municipality assesses its trade receivables for impairment at the end of each reporting period. In determining whether an 
impairme-nt loss should be recorded in surplus or deficit, the surplus makes judgements as to whether there is observable data 
indicating a measurable decrease in the estirnated future cash flows from a financial asset The impairment is measured as the 
difference between the debtors carrying amount and the present value of estimsted future cash flows discounted at the 
effective interest rate, computed at initial recognition. 

Impairmeot Èestiimg 

The recoverable amounts of cash-generating units and individual assets have been determined based on the higher of value- 
in-use calcuiations and fair values less costs to sell. These calculations require the use of estimates and assumptions. It is 
reasonabiy possible that the assumption may change which may then impact our estimations and may then require a material 
adjustmentto the carrying value of tangible assets. 

The municipality reviews and tests the carrying value of assets when events or changes in circumstances suggest that the 
carrying amount may not be recoverabie. Assets are grouped at the lowest level for which identifiable cash flows are largely 
independent of cash fiows of other assets and (iabilities If there are indications that impairment may have occurred, estimates 
are prepared of expected future cash flows for eacn group of assets. 

Provisions 

Provisions were raised and management determined an estimate based on the information available. Additional disclosure of 
these estimates of provisions are inciuded in note 19 - Provisions. 
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Ramotshere Moiloa Local Municipality 

y\nnua! Financial Statements for the year ended 30 June 2018 

Accounting Poficies 


1.2 Significant judgements and sources of estimation uncertainty (continued) 

UsefuB iives and residuai values of assets 

The municipality's management determines the estimated useful lives and related depreciation charges for the waste water and 
water networks. This estimate is based on industry norm. Management will increase the depreciation charge where useful lives 
are less than previously estimated useful lives. 

The municipality reviews residual values of assets to determine if there is a change in the amount that the municipality would 
obtain from disposal of the asset, after deducting the estimated costs of disposal, if that asset was already of the age and 
condition expected at the end of its useful Iife. 

Post retirement benefits 

The present value of the post employment medical benefits are determined using actuarial valuations. The actuarial valuation 
involves making assumptions about discount rates, expected rates of retum on assets, future salary increases, mortality rates 
and future pension increases. Due to the fong term nature of these plans, such estimates are subject to significant uncertainty. 
Any changes in these assumptions will impact on the carrying amount of post retirement obligations. 

1.3 InvBstment property 

Investment property is property (land or a building - or part of a building - or both) heid to earn rentals or for capital appreciation 
or boih, rather than for: 

* use in the production or supply of goods or sen/ices or for 
» administrative purposes, or 

• sale in the ordinary course of operations. 

Investment property is recognised as an asset when, it is probable that the future economic benefits or service potential that 
are- associated with the investment property will flow to the municipality, and the cost or fair value of the investment property 
can be measured reliably. 

Investment property is initialiy recognised at cost. Transaction costs are induded in the initial measurement. 

Where investment property is acquired through a non-exchange transaction, its cost is its fair value as at the date of 
acquisition. 

Costs incfude costs incurred initially and costs incurred subsequently to add to, or to replace a part of, or service a property. If a 
repiacement part is recognised in the carrying amount of the investment property, the canying amount of the rsplaced part is 
derecognised. 

Cost model 

Investment property is carried at eost less accumulated depreciation and any accumulated impairment losses. 

Depreciation is provided to write down the cost, less estimated residual value by equa! installments over the useful life of the 
property, which is as follows: 

ftem Useful life 

Property - land indefinite 

Property bulldings 30 years 

investment property is derecognised on disposal or when the investment property is permanently withdrawn from use and no 
future economic benefits or service potentiai are expected from its disposal. 

Gains or losses arising from the retirement or disposal of investment property is the difference between the net disposal 
proceeds and the carrying amount of the asset and is recognised in surplus or deficit in the period of retirement or disposal. 

Compensation from third parties for investment property that was impaired, lost or given up is recognised in surplus or deficit 
when the compensation becomes receivable. 
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Ramotshere IVtoiÈoa Local Municipaiity 

Annual Financial Statements for the year ended 30 June 2018 

Accounting Poiicies 


1.4 Propeity, plant and equipment 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the 
production or suppfy of goods or services, rental to others, orfor administrative purposes, and are expected to be used during 
more than one period. 

The cost of an item of property, plant and equipment is recognised as an asset when: 

• it is probable that future economic benefits or service potentia! associated with the item will flow to the 
municipality; and 

* the cost of the Item can be measured reliably. 

Property, plant and equipment is initially measured at cost. 

The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to the 
location and condition necessary for it to be capable of operating in the manner intended by management. Trade discounts and 
rebaies are deducced in arriving at the cost. 

Where an asset is acquired through a non-exchange transaction, its cost is its fair value as at date of acquisition. 


Where an item of property, plant and equipment is acquired lii exchange for a non-monetary asset or monetary assets, or a 
cornbination of monetary and non-monetary assets, ihe asset acquired is initiaily measured at fair value (the cost). if ihe 
acquirecl itenVs fair value was not detenninable, ifs deemed cost is the carrying amount of the asset(s) given up. 


When significant components of an item of property, plant and equipment have different useful lives, they are accounted for as 
separate items (major components) of property, plant and equipment. 


Costs include costs incurred initlally to acquire or construct an item of propeily, plant and equipment and costs incurred 
subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrying amount of an item of 
property, plant and equipment, the carrying amount of the repiaced part is derecognised. 

The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located is aiso 
included in the cost of property, piant and equipment, where the entity is obligated to incur such expenditure, and where the 
obligation arises as a result of accjuiring the asset or using if for purposes other than the production of inventoriès. 

Recognition of costs in the carrying amount of an item of property, plant and equipment ceases when the item is in the location 
and condition necessary for itto be capabie of operating in the manner intended by management. 

Items such as spare parts, standby equipment and servicing equipment are recognised when they meet the definition of 
property, piant and equipment. 

Major inspection costs which are a condition of continuing use of an item of property, plant and equipment and which meet the 
recognition criteria above are included as a replacement in the cost of the item of property, plant and equipment. Any remaining 
inspection costs from the previous inspection are derecognised. 

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses. 

Property, plant and equipment are depreciated on the straight line basis over their expected useful lives to their estimated 
residual value. 
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Ramotshere EVEoitoa Locai Municipailty 

/Annual Financial Statements forthe year ended 30 June 2018 

Accounting Policies 

1.4 Property, plant and equipment (continued) 

The useful [ives of items of property, plant and equipment have been assessed as follows: 


gtem Depreciation method Average useful life 


Land 

Straight line 

Indefinite 

Buildings 

Straight line 

20- 100 years 

Plant and machinery 

Straight Itne 

3-10 years 

Furniture and fixtures 

Straight line 

3-10 years 

IVIotor vehicles 

Straight line 

5-10 years 

Office equipment 

Straight line 

3-10 years 

Computer equipment 

Straight line 

3-10 years 

1 nfrastructure 

Straight itne 

20- 100 years 

Community 

Straight lirte 

20- 100 years 

Other property, plant and equipment 

Straight iine 

3-10 years 

Roads & stormwater assets 

Straight line 

20 - 100 years 

Electricity assets 

Straight line 

20 - 100 years 

Other assets 

Straight line 

3-10 years 


The residual vaiue, useful life and depredation melhod of saoh asset are reviewed at the end of each reporting date. If the 
expectations differ from previous estimates, the change is accounted for as a change in accounting estimate. 

Reviewing the useful life of an asset on an annual basts does not require the municipality fo amend the previous estimate 
unless eKpectations differ from the previous estimate unless expectations differ from previous estimates. 

Each part of an item of property, plant ancl equipment with a cost that is significant in relation to the total cost of the item is 
depreciated separately. 

The depreciation c-harge for each period is recognised in surplus or deficit unless it is included in the carrying amount of 
another asset. 

Items of property, plant and equipment are derecognised when the asset is disposed of or when there are no further economic 
benefits or service potential expected from the use of the asset. 

The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or deficit when 
the item is derecognised. The gain or loss aristng from the derecognition of an item of property, plant and equipment is 
determinsd as the difference between the net disposal proceeds, if any, and the canying amount of the item. 

/ Assets which the municipality hoids for rentals to others and subsequently routineiy sell as part of the ordinary course of 

acfivities, are transferred to inventories when the rentals end and the assets are available-for-sale. Proceeds from sales of 
these assets are recognised as revenue. Ail cash flows on these assets are included in cash flows from operating activities in 
the eash flow statement. 

1.5 Site restoration and dismantling cost 

The municipality has an obligation to dismantle, remove and restore items of property, piant and equipment. Such 
obligations are referred to as ‘dec-ommissioning, restoration and similar liabilities’. The cost of an item of property, plant and 
equipment includes the initial estimate of the costs of dismantling and removing the item and restoring the site on which it is 
lccated, the obligation fcr which a municipality incurs either when fhe item is acquired or as a conseauence of having used 
the item during a particular period for purposes other than to produce inventories during that period. 

If the related asset is measured using the cost modei: 

(a) subject to (b), changes in the liability are added to, or deducted from, the cost of ihe related asset in the current 
period; 

(b) if a decrease in the liability exceeds the carrying amount of the asset, the excess is recognised immediately in 
surplus or deficit; and 

(c) if the adjustment results in an addition to the cost of an asset, the municipality considers whether this is an 
indication that the new carrying amount of the asset may not be fully recoverable. If it is such an indication, the 
asset is tested for impairment by estimating its recoverabie amount or recoverable service amount, and any 
impairment loss is recognised in accordance with the accounting policy on impairment of cash-generating assets 
and/or impairment of non-cash-generating assets. 
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Ramotshere Moifoa Loca! MunicipaEÈty 

Annual Financial Statements for the year ended 30 June 2018 

Accounting PoUcies _ _ 


1.6 Intangible assets 

An intangible asset is recognised when: 

• it is probable that the expected future economic benefits or service potential that are attributable to the asset will 
flow to the municipality; and 

* the cost or fair value of the asset can be measured reliably. 

The municipality assesses the probability of expected future economic benefits or service potential using reasonable and 
supportable assumptions that represent management’s best estimate of the set of economic conditions that wil! exist over the 
useful life of the asset. 

Where an intangibie asset is acquired through a non-exchange transaction, its initial cost at the date of acquisition is measured 
at its fair value as at that date. 

Expenditure on research (or on the research phase of an internal project) is recognised as an expense when it is incurred. 
Intangible assets are carried at cost less any accumulated amortisation and any impairment losses. 

An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there is no foreseeable 
iiiTiit to the peršod over which the asset is expected to generafe net cash inflows or service potential. Amorfisation is not 
provided for these intangible assets, but they are tested for impairmeni annually and whenever there is an indication thaf the 
asset may be impaired. For all other intsmgible assets amortisation is provided on a straight line basis overtheir useful life. 

The amortisation period and the amortisation method for intangible assets are reviewed at each reporting date. 

Reassessing the useful life of an intangibie asset with a finite useful life after it was classified as indefinite is an indicator that 
the asset may be impaired. As a result the asset is tested for impairment and the remaining carrying amount is amortised over 
its useful life. 

intemaily generated brands, mastheads, publishing titles, customer lists and items similar in substanoe are not recognised as 
intangible assets. 

Amortisation is provided to write down the intangible assets, on a straight line basis, tu their residual values asfollows: 


Depreciation method Average usefull life 

Straight line 3 years 

Intangible assets are derecognised: 
on disposal; or 

* when no future economic benefits or service potential are expected from its use or disposal. 

The gain or loss arising from the derecognition of intangible assets is included in surplus or deficit when the asset is 
derecognised. 

1.7 Heritage assets 

Heritage assets are assets that have a cultural, environmental, historical, natural, scientific, technological or artistic significance 
and are held indefinitely for the benefit of present and future generations. 

Assets are resources controlled by an municipality as a result of past events and frorn which future economic benefits or 
service potential are expected to riow to the municipality. 

Carrying amount isthe amount at which an asset is recognised afier deducting accumuiated impairment losses. 

Class of heritage assets means a grouping of heritage assets of a similar nature or function in an municipality’s operations that 
is shGwn as a single item forthe purpose of disclosure in the annual financiai statements. 

Cost is the amount of cash or cash equivalents paid or the fair vaiue of the other consideration given to acquire an asset at the 
time of its acquisition or construction or, where applicable, the amount attributed to that asset when initially recognised in 
accordance with the specific requirements of other Standards of GRAP. 


Item 

Computer software 
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Ramotshere Molfoa Locaf MuniciparEty 

Annua! Financial Statements for the year ended 30 June 2018 

Accounting Foliciss 


1.7 Heritage assets (continued) 

Recognition 

The municipality recognises a heritage asset as an asset if rt is probable that future economic benefits or service potentiai 
associated with the asset will flow to the municipality, and the cost or fair value of the asset can be measured reliably 

initial measurement 


Heritage assets are measured at cost 

Where a heritage asset is acquired through a non-exchange transaction, its cost is measured at its fair value as at the date of 
acquisition. 

Sufosequent measurement 

After recognition as an asset, a class of heritage assets is carried at its cost less any accumulated impairment losses. 
Smpairment 


The inunicipality assesses at each rsporting date whether there is an indication that the asset may be impaired. If any such 
indication exists, the municipality estimates the recoverable amount or the recoverable service amount of the heritage asset. 


Derecognition 


The municipalrty derecognises heritage asset on disposal, or when no future economic benefits or service potential are 
expected from its use or disposal. 

The gain or loss arising from the derecognition of a heritage asset is included in surplus or deficit when the item is 
dèrecognised. 


Transštjonal provision 


The municipality changed its accounting policy for heritage assets in 2018. The change in accounting poiicy is made in 
accordance with its transitional provision as per Directive 2 of the GRAP Reporting Framework. 

1.8 lnterest 80 joint ventures 

An interest in a joint venture is carried in accordance with the Standard of GRAP on Financial instruments. 

The municipality applies the same accounting for each category of investment. 

Surpluses and deficits resulting from contributions or sale of assets to joint ventures are only recognised to the extent of other 
venturers’ interests in the joint venture. 

The mufilcipality's share of surpluses or deficits, resulting from purchase of assets from joint ventures are recognised only 
when the assets are resold to an independent party. 

In respect of its interest in jointly controlled assets, the municipality recognises in its annual financial statements: 

* its share of the jointly controlled assets, ciassrfied accofding to the nature of fhe sssets; 

* any liabilities that it has incurred; 

its share of any liabilities incurred jointly with the other venturers in relation to the joint venture; 

any revenue from the sale or use of its share of the output of the joint venture, together w’ith its share of any 

expenses incurred by the joint venture; and 

* any expenses that it has incurred in respect of its interest in ihe joint venture. 

The municipality recognises a dividend or similar distribution in surplus or deficit in its separate annual fmancial statements 
when its right to receive the dividend or similar distribution is established. 
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Annuai Financial Statements for the year ended 30 June 2018 

Accounting Poiicies 


1.9 Financial instmments 

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or a residual 
interest of another entity. 

The amortised cost of a financia! asset or financial liability is the amount at which the financial asset or financial liability is 
measured at initial recognition minus principal repayments, plus or minus the cumulative amortisation using the effective 
interest method of any difference between that initial amount and the maturity amount, and minus any reduction (directly or 
through the use of an allowance account) for impairment or uncollectibiiity. 

Credit risk is the risk that one party to a financiai instrument will cause a financial loss for the other party by failing to discharge 
an obligation. 

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in 
foreign exchange rates. 

Derecognition is the removal of a previously recognised fmancial asset or financial iiability from an entity’s statement of 
financial posiiion. 

Classtfieafcrs 

The iminicipality has the following types of financial assets and tiabilities as reflected on the face of the statement of financial 
positbn or in the notes thereto: 

* Financial instruments at arriDrtised cost; 

* Financiai instruments cost; and 

* Financial instruments at fair value. 

Initial recognition 

The municipality recognises a financial asset or a financial iiability in its statement of financia! position when the municipality 
becomes a party to the contractual provisions of the instrument. 

Initial measurement of fioancial assets and financial liabilities 

The entlty rneasures a financial asset and financial liability initially at its fair value plus transaction costs that are directly 
attributable to the acquisition or issue of the financial asset or financial liability. 

Subsequent measuremeinit of financial assets arid financial Sèabšlitoes 

The entity measures all financiai assets and financial liabilities after initial recognition using the following categories: 

* Financial instruments at fair value. 

* Financial instruments at amortised cost. 

* Financial instruments at cost. 

All financial assets measured at amortised cost, or cost, are subject to an impairment review. 

Cash and cash equivaSents 

These are initially and subsequently recorded at fair value. For cash fiow purposes, cash and cash equivalents include cash on 
hand, deposits heid at cal! with banks, other short term highly liquid investments with original maturities of three monihs or iess, 
and bank overdrafts. These are subject to an insignificant risk of changes in value. 
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1.9 Financial instruments (continued) 

Impairment and uncollectibility of financial assets 

The entity assesses at the end of each reporting period whether there is any objective evidence that a financial asset or qroup 
of financial assets is impaired. 

Financia! assets measured at amortised cost: 

If there is objective evidence that an impairment loss on financial assets measured at amortised cost has been incurred, the 
amount of the loss is measured as the difference between the asset’s carrying amount and the present value of estim'ated 
future cash flows (exc!uding future credit losses that have not been incurred) discounted at the financia! asset’s original 
effective interest rate. Impairment loss is recognised against an allowance account. The amount of the loss is recognised in 
surplus or deficit. 


If, in a subsequent period, the arnount of the impairment loss decreases and the decrease can be related objectiveiy to an 
event occurring after the impairment was recognised, the previously recognised impairment loss is reversed against an 
ailowance account. The reversal does not result in a carrying amount of the financial asset ihat exceeds whai the amortised 
cost would have been had ihe impairment not been recognised at the date the impairment is reversed. The amount of the 
reversal is recognised in surplus or deflcif. 

Financial assets measured at cost: 

If there is objective evidence thai an impairment loss has been incurred on an investment in a residuai interest that is noi 
measured at fair vaiue because its fair value cannot be measured reliably, the amouni of the impairment loss is measured as 
the difference between the carrying amount of the finaneial asset and the present value of estimated future cash fiows 
discounted at the current market rate of retum for a similar financial asset. Such impairment losses are not reversed. 

Presentation 

Interest relating to a financial instrument or a component that is a financial liability is recognised as revenue or expense in 
surplus or deficit. 

Dividends or similar distributions relating to a financial instrument or a component that is a financial liabiiity is recognised as 
revenue or expense in surplus or deficit. 

Losses and gains relaiing to a financial instrument or a component that is a financial liability is recognised as revenue or 
expense in surplus or deficlt. 

A financial asset and a financial liability are only offset and the net amount presented in the statement of financial position 
when the municipality currently has a legally enforceable right to set off the recognised amounts and intends either to settle on 
a net basis, or to realise the asset and settle the liability simultaneously. 

In accounting for a transfer of a financial asset that does not qualify for derecognition, the municipality does not offset the 
transferred asset and the associated liability. 
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1.10 Leases 


A lease is classified as a finance iease if it transfers substantially ail the risks and rewards incidental to ownership. A lease is 
classified as an operating fease if it does not transfer substantially al! the risks and rewards incidental to ownership. 

When a lease includes both land and buildings elements, the municipality assesses the ciassification of each element 
separateiy. 

Finance feases - lessee 


The municipality leases certain property, plant and equipment. Leases of property, plant and equipment where the municipality 
assumes substantially all the risks and rewards of ownership are classified as finance leases. Finance lease assets and 
iiabilities are recognised at the inception of the lease at the lower of the fair value of the leased assets and the present value of 
the future minimum lease payments. 

Each lease payment is allocated between the liability and finance charges so as to achieve a constant rate on the finance 
balance outstanding. The corresponding rental obligations, net of finance charges are induded in other long term payables. 
The interest element of the finance cost is charged io the Statement of Financiai Performance over the iease periods so as to 
produce a constant periodic rate of interest on the remaining haianee of the liability for each period. The property, plant and 
equipment acqutred under finance ieases are depreciated over the shorier of the useful iife of the asset and the fease term. 
The municipality will not incur a finanoe lease fiabitity other than that allowed by the MFMA Act (Act 56 of 2003). 

Any coniingent rents are expensed in the period in which they are incurred. 

Operatšng leases - Sessor 

Operating iease revenue is recognised as revenue on a straight-line basis over the lease term. 

Initial direct costs incurred in negotiating and arranging operating ieases are added to the carrying amount of the leased asset 
and recognised as an expense over the lease term on the same basis as the lease revenue. 

Income fur leases is diselosed under revenue in statement of financial performance. 

Operating Seases - Sessee 

Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference between 
the amounts recognised as an expense and the contractual payments are recognised as an operating lease asset or liability. 

1.11 liwerrtones 


Inventories are initially measured at cost except where inventories are acquired through a non-exchange transaction, then their 
costs are their fair value as at the date of acquisition. 

Subsequently inventories are measured at the lower of cost and net realisable value. 


Inventories are measured at the lower of cost and current replacement cost where they are held for; 

* distribution at no charge or for a nominal charge; or 

* consumption in the production process of goods to be distributed at no charge or for a norninal charge. 


Net reafisable value is the estlmated selling pnce in the ordinary course of operations less tS'ie estiniateu costs of coiTipleiion 
and the estimated costs necessary to make the sale, exchange or distribution. 


Current replacement cost is the costthe municipality incurs to acquire the asset on the reporting date. 

The cost of inventories comprises of all costs of purchase, costs of conversion and other costs incurred in bringing the 
inventories to their present location and condition. 


The cost of inventories of items that are not ordinarily interchangeable and goods or services produced and segregated for 
specific projects is assigned using specific identification of the individual costs. 


The cost of inventories is assigned using the weighted average cost formuia. The same cost formula is used for all inventories 
having a simiiar nature and use to the municipality. 
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1.11 Inventories (continued) 

VVhen inventories are sold, the carrying amounts of those inventories are recognised as an expense in the period in which the 
related revenue is recognised. If there is no related revenue, the expenses are recognised when the goods are distributed, or 
related services are rendered. The amount of any write-down of inventories to net realisable value or current replacement cost 
and all losses of inventories are recognised as an expense in the period the write-down or loss occurs. The amount of any 
reversal of any write-down of inventories, arising from an increase in net realisable value or current replacement cost, are 
recognised as a reduction in thè amount'of inventories recognised as an expense in the period in which the reversal occurs. 

Unsold properties are measured at the lower of cost and net realisable value. Cost is primariiy determined by reference to the 
valuation roll or total cost of servicing the land such as direct costs and portion of overhead costs that relates to the 
development. 

1.12 Impairment of cash-generating assets 

Cash-generating assets are assets used with the objective of generating a commerciai return. Commerciaf return means that 
positive cash flows are expected to be significantly higherthan the cost of the asset. 

Impalrmsnt is a loss in the future economic benefits or serviee potential of an asset, over and above the systematic recognition 
of tfie loss of the asset's future economic benefits or sen/ice potential through depreciation (amortisation). 

Carrying amount is the amount at which an asset is recognised in the staternent of financial position after deducting any 
accumulated depreciation and accumulated impairment losses thereon. 


A cash-generating unit is the srnallest identifiablB group of assets used with the objective of generating a commercia! return 
that generates cash inflows from continuing use that are largely independent of the eash inflows from other assets or groups of 
assets. 


Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income ta>c 
expense. Depreciation (Amortisation) is the systematic alloication of the depreciable amount of an asset over its usefu! life. 

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm's length transaction between 
knowledgeable, willing parties, less the costs of disposa). 

Recoverable amount of an asset or a cash-generating unit i-s the higher its fair value less costs to sell and its value in use. 
Useful life is either: 

* the period of time over which an asset is expected to be used by the municipality; or 

* the number of production or similar units expected to be obtained from the asset by the municipaliiy. 

Recognition and measurement (indiividlual asset) 

|f the recoverable amount of a cash-generating asset is less than its carrying amount, the carrying amount of the asset is 
reduced to its recoverable amount. This reduction is an impairment loss. 

An impairment loss is recognised immediately in surplus or deficit. 

When the amount estimated for an impairment loss is greater than the carrying amount of the cash-generating asset to which it 
relates, the municipality recognises a liability only to the extent fhat is a requirement in the Standard of GRAP. 

After the recognition of an impairment loss, the depreciation (amortisafion) charge for fhe cash-generafing asset is adjusted in 
future periods to aliocate the cash-generating asset’s revised carrying amount, less its residual value (if any), on a systematic 
basis over its remaining useful life. 

1.13 Impaimient of non-cash-generatšng asset-s 

Cash-generating assets are assets used with the objective of generating a commercial return. Commercial return means that 
positive cash flows are expected to be significantly higher than the cost of the asset. 

Non-cash-generating assets are assets otherthan cash-generating assets. 

Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic recognition 
of the loss ofthe assefs future economic benefits or service potential through depreciation (amortisation). 


23 


Ramotshere Moiloa Local Wlunicipaiity 

Annual Financial Statements for the year ended 30 June 2018 

Accounting PoSicies __ 


1.13 Impairment of non-cash-generating assets (continued) 

Carrying amount is the amount at which an asset is recognised in the statement of financiai position after deducting any 
accumulated depreciation and accumulated impairment losses thereon. 

A cash-qenerating unit is the smallest identifiable group of assets managed with the objective of generating a commercial 
return that generates cash inflows from continuing use that are largely independent of the cash infiows from other assets or 
groups of assets. 

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income tax 
expense. 

Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life. 

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm’s length transaction between 
knowledgeable, willing parties, less ine costs of disposal. 

Recoverable service amount is the higher of a non-cash-generating asset’s fair value iess costs to seli and its value in use. 

Useful fffe is either; . . 

- the period of time over which an asset is expected to be used by the muracipaUiy, or 
* the number of production or similar units escpected to be obtained from the asset by the municipality. 


Designation 

At initial recognition, the municipality designates an asset as non-cash-generating, or an asset or cash-generating unit as cash- 
generating. The designation is made on the basis of a municipality's objective of using the a^set. 

The municipality designates an asset or a cash-gensrating unit as cash-generating when. 

* its obiective is to use the asset or a cash-generating unit in a manner that generates a commenaal return; such that ^ 

* the asset or cash-generating unit will generate positive cash flows, from continuing use and its ultimate disposal, that 
are expected to be significantly higher than the cost of the asset. 

The municipality designates an asset as non-cash-generating when its objective is not to use the asset to geneiate a 
commercial retum butto deliver services. 

An asset used with the objective of generating a commerdal return and service delivery, is designated either as a cash- 
qpneratinq asset or non-Gash-generating asset based on whether the municipality expects to use that asset to generate a 
commercial return. When it is not clear whether ihe objective is to use the asset to generate a commercial return, tne 
municipality designates the asset as a non-cash-generating asset and applies this accounting policy, rather than the 
accounting policy on Impairment of Non-cash-generating assets. 


Recognition arad measorement 

If the recoverable service amount of a non-cash-generating asset: is less than its carrying amount, the carrying amount of the 
asset is reduced to its recoverable service amount. This reduction is an impairment loss. 


An impairment loss is recognised immediately in surplus or deficit. 

When the amount estimated for an impairmeni ioss is greater thar. ihe carrying amount of the non^ash-generating asset to 
which it relates, the municipality recognises a liability only to the extent that is a requirement in the Standards or GRAP. 


After the recognition of an impairment loss, the depreciation (amortisation) charge for the non-cash-generating asset is 
adjusted in future periods to allocate the non-cash-generating asset's revised carrying amount, less its residual value (if any). 
on a systematic basis over its remaining useful life. 


1.14 Share capita! / contributed capitaS 

An equity instrument is any contract that evidences a residual interest in the assets of an municipality after deducting a!l of its 
iiabilities. 
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1.15 Employee benefits 
Short-term employee benefits 

The cost of short-term employee benefits, (those payable within 12 months after the service is rendered, such as paid vacation 
leave and sick leave, bonuses, and non-monetary benefits such as medical care), are recognised in the period in which the 
service is rendered and are not discounted. 

The expected cost of compensated absences is recognised as an expense as the employees render services that increase 
their entitlement or, in the case of non-accumulating absences, when the absence occurs. 

The expected cost of surplus sharing and bonus payments is recognised as an expense when there is a legal or constructive 
obligation to make such payments as a result of past performance. 


Defoped confrabytioini plans 

The municipality and its employees contribute to various pension, provident and retirement funds and its councillors contribute 
to the Pension Fund for Municipal Councillors. The retirement benefits are calculated in accordance with the rules of the funds. 
Full artuariai valuafions are performed bv the relevant funds ona regular basis as per ths requirements of the various funds. 
Current contrtoutfons are recognised in surplus or deficit in the period in which the service is rendered by the relevani 
employees. Prepaid contributions are recognlsed as an assei to the extent that a cash refund or a reduction in future psyments 
is avaiiable. 


Defšned benefit plans 

The municipality provides certain post retirement medical benefits by funding the rnedical aid contributions for retired members 
0 f the municipality. According to the rules of the medical aid fund associated with the municipality, when a member who joined 
the municipality under the current conditions of service retires, she/he is entitled to remain a continued member of such 
medical aid fund on retirement, in which case the municipality is liable for a certain portion of the medical aid membership fee. 
These funds are classified as defined benefit plans. The cost of providing the benefits is determined using the projepted unit 
nre dit method prescibed by IAS 19. Future benefit values are projected using specific assumptions, and the liabihty for in 
service members is accrued over the expected lifetime. No plan assets exist and any actuarial gains or losses are recogmsed 

immediately. 

Actuarial valuations are conducted on an annuai basis by independent actuaries separately for each plan. 


Current service costs and interest costs are recognised as a period expense in the statement of financial performance and is 
matched to the benefit received during fhe working iife of ihe employee. The curret service costs include the expense for the 
benefits received by the employee currently in service and the cost of funding the empioyee when no ionger in service. The 
expense for the year is included in the employee benefit expense in the statement of financial performance. 

Past service costs are recognised immediately to the extent that the benefits are already vested, and are otherwise amortised 
on a straight line basis over the average period untii the amended benefits become vested. 


To the extent that, at the beginning of the financial period, any eumulative unrecognised actuarial gain or loss exceeds ten 
percent of the greater of the present value of the projected benefit obligation and the fair value of the plan assets (the corridor), 
that portion is recognised in surplus or deficit over the expected average remaining service lives of participatmg employees. 
Actuariai gains or losses within the corridor are not recognised. 


Gains or iosses on the curtailment cr settlement of 2 defined benefit plan 
committed to curtailment or settlement. 


is recognised when the sntity is demonstrably 


When it is virtually certain that another party wiil reimburse some or all of the expenditure required to settle a defined benefit 
obligation, the right to reimbursement is recognised as a separate asset. The asset is measured at fair value In a!l other 
respects, the asset is treated in the same way as pian assets. In surplus or deficit, the expense relatmg to a defined benefit 
plan is presented as the net of the amount recognised for a reimbursement. 

The amount recognised in the staternent of financial position represents the present value of the defined benefit obligation as 
adjusted for unrecognised actuarial gains and losses and unrecognised past service costs, and reduces by the fair vafue o 

plan assets. 

Any asset is limited to unrecognised actuaria! losses and past service costs, plus the present value of available refunds and 
reduction in future contributions to the plan. 
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1.15 Employee benefits (continued) 

Other long term empSoyee benefits 

Long service awards are provided to employees who achieve certain pre-determined milestones of service within the 
municipaiity. 

The municipality's net obligation in respect of long service awards is the amount of future benefit that employees have earned 
in retum fortheir service in the current and prior periods. The benefit is discounted to determlne its present value. 

1.16 Provisions and contingencies 
Provisions are recognised when: 

• the municipaiity has a present obiigation as a resuit of a past event; 

• it is probable that an outflow of resources embodying economic benefits or service potential wiil be required to 
settle the obiigation; and 

• a reiiable estimate can be made of the obligation. 

The amount of a provision is the best estimate of the expenditure expected to be required to settle the present obligation at the 
reporting date. 

Where the effect of time value of money is rnaterial, the amount of a provision is the present value of the expenditures 
expecfed to be required to settle the obligation. 

The disoount rate is a pre-tax rste that reflecis current market assessments of the time value of money and the risks specific to 
the liability. 

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are reversed if it is 
no longer probable that an outflow of resources embodying economic benefits or sen/ice potential will be required, to settle the 
obligation. 

Where discounting is used, the carrying amount of a provision increases in each period to reflect the passage of time. This 
increase is recognised as an interest expense. 

A provision is used only for expenditures for which the provision was originally recognised. 

Provisions are not recognised for future operating deficits. 

If the municipality has a contract that is onerous, the present obligation (net of recoveries) under the contract is recognised and 
measured as a provision. 

Contingent assets and contingent liabilities are not recognisea. Contingencies are disclosed sn ncte 38. 

Hlegal dumping: The municipality has an obligation to rehabilitate any contaminated land through illegal dumping. A provision 
has been established and recognised atthe present value of the expenditure expected to settle the obligation and is carried at 
amortised cost. 

Landfill sites: The municipality has an obligation to rehabilitate its landfill sites in terms of its licensing stipulations. A provision 
has been established from 2008/9. The amount of the provision is recognised at the present value of the expenditure expected 
to setiie ihe obligaiion and is carrled at amortised cosi. 

1.17 Reveraue from exchange transactions 

Revenue is the gross inflow of economic benefits or service potential during the reporting periad when those inflows result in an 
increase in net assets, other than increases relating to contributions from owners. 

An exchange transaction is one in which the municipality receives assets or services, or has liabilities extinguished, and directiy 
glves approximate!y equal value (primarily in the form of goods, services or use of assets) to the other party in exchange. 

"vleasurement 

Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and volume rebates. 
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1.17 Revenue from exchange transactions (continued) 

Sale of goods 

Revenue from the sale of goods is recognised when all the following conditions have been satisfied: 

• the municipality has transferred to the purchaser the significant risks and rewards of ownership of the goods; 

• the municipality retains neither continuing managerial involvement to the degree usually associated with 
ownership nor effective control over the goods sold; 

• the amount of revenue can be measured reliably; 

• it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; and 

• the eosts incurred or to be incurred in respect of the transaction can be measured reliably. 

RenderÈng of services 

When the outcome of a transaction involving ihe rendering of services can be estimated reliably, revenue associated with 
the transaction is recognised by reference to the stage of completion of the transaction ai the reporting date. The outcome 
of a transaction can be estimated reliably when all the following conditions are satisfied: 

• the amount of revenue can be measured reliabiy; 

1 it is probable that the economic benefits or service potential asscciated with the transaction will flow to the 
municipalily; 

• the stage of completion of the transaction at the reporting date can be measured reliably; and 

• the cosis incurred fcr the transacfcion and the costs to complete the transaction can be measured reliably. 


When services are perfcrmed by an indeterminate nurnber of acts over a specified time frame, revenue is recognised on a 
straight line basis over the specifted time frame unless there is evidence that some other method better represents the stage of 
completion.. When a specific act is much more significant than any other acts, the recognition of revenue is postponed until the 
significant act is executed. 

When the outcome of the transaction involving the rendering of services cannot be estimated reiiably, revenue is recognised 
only to the extent of the axpenses recognised that are recoverable. 

Service revenue is recognised by reference to the stage of cornpletion of the transaction at the reporting date. Stage of 
completion is determined by services performed to date as a percentage of total seivices to be performed. 

Service charges relating to electricity, water and sanitation are based on consumption. Meters are read and billed on a mcnthly 
basis and revenue is recognised when invoiced. Estimated consumptions are made monthly when meters have not been read. 
The estimates of consumption are recognised as revenue when invoiced. Adjustments to estimates of corisumption are rnade 
in the invoicing period when meters have been read. These adjustments are recognised as revenue in the invoicing period. 

Income from agency services: Income from agency services is recognised on a monthly basis once the income 
coilected/received on behalf of agents has been quantified. The income is recognised in terms of the agency agreement. 

Interest. royaSties and dividends 

Revenue arising from the use by others of municipal assets yielding interest, royalties and dividends or similar distributions is 
recognised when: 

It is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality, and 

Th e amcunfc of ths rsvsnus csn bs measursd rsiiably 

Interest is recognised, in surplus or deflcit, using the erfective interest rate method. 

Royalties are recognised as they are earned in accordance with the substance of the relevant agreements. 

Dividends or similar distributions are recognised, in surpius or deficit, when the municipality's right to receive payment has 
been established. 


27 


Ramotshere MoiSoa Locai MurtlcipaSity 

Annual Financial Statemenis forthe year ended 30 June2018 

Accounting Policies _______ 


1 18 Revenue from non-exchange transactions 

5 = 

returned to the transferar. 

C„„« o, w„o„ rnuniolpalily =» „r -«~l» >™ •" ““> ” »”“* »' “ ““ 

exclude or otherwise regulate the access of others to that benefit. 

, an +;+v/ rpr^iv^^ assets or services, or has liabilities extinguished, and 

(pr^arilyin the fortrt of cash, goods, services, or use of assets) to another entity in 

exchange. 

Exp»« pald «„u S h the « ,»«„m » =m„„h« <M are «>«• >» «”*“» 01 *" h " “ “* W 

t aX es. 

Fines are economic benefits or service pofential received or receivabie by entit.es, as defermined by a court or other law 
enforcernent^body, as a consequence of the bmach of laws or regulafon*. 

■ artions *n 3 . non-(5Xchancjs transaction, a municipality 

- 

*• i +- ^ thct limit or dirprt the Durposes for which a transferred asset may be used, 

p°„” p„«w >.>« -—»«** » n “ dMio, “ i 

as specified. 

s«p„,„«, „„ «-*«,—.*—»"sr*»• »™ n "™ n ’' , " po *• , i,, ° n *• “ a 

transferred asset by entities external to the reporting mumcipality. 

Tax expenditures are preferentia, provisions of the tax ,aw that provide certain «ers with concessions that are not available 
to others. 

Th. ,»,hl„ euant i= ,h„ „«n, M ,h„ W-*"™ ” »«>*>_ 

w"d.""™r“™S K ¥S, P S not for breaches 

of the law. 
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1.18 Revenue from non-exchange transactions (confcinued) 
Government grants and subsidies 


Government grants are recognised as revenue when: 

it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; 

• the amount of the revenue can be measured reliably; and 

B to the extent that there has been compliance wiith any restrictions associated with the grant. 


The municipality assesses the degree of certainty attached to the flow of future economic benefits or service potential on the 
basis ofthe available evidence. Certain grants payable by one level of government to another are subject to the availabilitv of 
funds. Revenue from these grants is only recognised when it is probable that the economic benefits or service poteniial 
associated with the transaction will flow to the entity. An announcement at the beginning of a f nancial year that grants mav be 
available for quahfying entities in accordance with an agreed programme may not be suffcient evidence of the probabiiitv of the 
,low. Revenue is then only recognised once evidence of the probability of the flow becomes available, which in mosi cases is 


Restrictions on government grants may result in such revenue being recognised on a fcime proportion basis. Where there 
restnction on the period, such revenue is recognfsed on reoeipfc or wiien the Acfc becomes effective, which-ever is earlier. 


is no 


When govemment remit grants on a re-imbursement basis, revenue is recognised when the qualifying e:<pense has 
mcuiTed and to the extent that any other restrictions have been complied with. 


1.19 Vaiue Added Tax 


The mumcipality accounts for Value Added Tax (VAT) on a cash basis. The municipality is liable to account for VAT at the 
standard rate of 14% in terms of section 7(1)(a) of the VAT Act in respect of suppiy of goods or services. exce.pt where the 
supplies are specifically zero-rated in terms of section 11, exempted in terms of section 12 of the VAT Act or are scoped out for 


VAT purposes. The municipality accounts for VAT on a monthly basis. 


1.20 Prepaid efecfcricity 


Revenue from the -sale of electricKy using pre-pald metercards is recognised based on consumption. 

The related cost of providing services recognised as revenue in the current period is included in cost of sales. 

1.21 Unvesfcmenè income 


Investmentincome is recognised on a time-proportion basis using the effective interest method. 

1.22 Borrowing costs 

Borrowing costs are interest and other expenses incurred by an entity in connection with the borrowing of funds. 
Borrowing costs are recognised as an expense in the period in which they are incurred. 

1.23 Comparatovs figures 


VVhen ihe pressntstion or olassiflcation of ilerns in ihe financiai statements is amendeu, prior period comparaiive amounts are 
reclassiried. The nature and reasons for the reclassification are disclosed. 

Where accounting errors have been identified in the current financial year, the correction is made retrospectively as far as it is 
practica! and the prior year comparatives are restated accordingly. Where there has been a change in accounting policv in th^ 
currem year, the adjustment is made retrospectively as far as it is practical and fche prior year comparatives are restatod 
accordmgly. 
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1.24 Unauthorised expenditure 

Unauthorised expenditure means: 

* ovèrspending of a vote or a main division within a vote; and 

fhepSoTe ofthe ^ 036 ° f 3 ^ ° r ' ” ^ 0386 ° f 3 main division ' not in accorda -e with 

All expenditure relating to unauthorised expenditure is recognised as an expense in the statement of financia! performance in 
the year that the expenditure was mcurred. ihe expenditure is classified in accordance with the nature of the^e^pense and 
where recovered, it is subsequently accounted for as revenue in the statement of financiai performance. 

125 Fruitless aod wasteful expendfture 

exerSd eXPend ' tUre expenditure which was made in vain and wou,d have be en avoided had reasonable care been 

All expenditure relating to fruitless and v/asteful expenditure is recognised as an expense in the statement of financial 
Per ^ rrn f nce , m the year that ^ he fxpenditure was incurred. The expenditure is classified in accordance with the nature of the 
expen^e, and where recuvbied, it is subsequently accounted for as revenue in the statement of financial performance. 

1.26 Srregular expendilure 


hregular npendlture as defined in secfion 1 of the PFMA is expenditure other than unauthorised exp S nditure incurred in 
Lunti averrtion of or tl lar is nui in accordance with a requirement of any applicable legislation, indudinp - 

(a) this Act; or ‘ b 

(b) the State Tender Board Act, 1968 (Act Mo. 86 of 1968), or any regulations made in terms of the Act’ or 

(c) any provmcial legislation providing for procurement procedures in that provincial government. 

Mational Treasury practice note no. 4 of 2008/2009 which was issued in terms of sections 76(1) to 76(4) of the PFMA reauires 
the foilowing (effective from 1 April 2008); ' isquires 

f Penditure thaf was inourred and identified during the current financial and which was condoned before vear end 
cnrhln fina,lsat ' on of{h ® financial statements must also be recorded appropriately in the irregular expenditure regisier ln 
^uch an instance, no further action is also required with the exception of updating the note to the financial statements. 

Irregular expenditure that was incurred and identified during the current financial year and for which condonement is beina 

irre9Uiar e:<P9nditUre reSiSter - N ° fUrther a0ti0n iS reC!Uired wilh the exception of 


Where ,rre 9ular expenditure was incurred in the previous financial year and is only condoned in the followinq financial vear the 
register and the disclosure note to the financial statements must be updated with the amount condoned. V ’ 

1.27 Relafced parfcies 

' s a person or an enfi ‘y with the abilif y t0 control or jointly control the other party, or exercise significant influence 
over the other party, or vice versa, or an entity that is subject to common control, or joint control. 

Control is the power to govern the financial and operating policies of an entity so as to obtain benefits from its activities. 

reS ° UrCeS ’ SerV ' CeS ° r ° bl!9atl0nS betWSen the rePOrt,n9 ent,,y and a related 

those policief UenC8 ' S P ° WSr t0 partidpate in the financial and operating policy decisions of an entity, but is not control over 

Management are those persons responsible for pianning, directing and controlling the activities of the municipalitv includina 
STrform s^uch functions 6 9DVemanCe ° f the municipalit y in accordance with legislation, in instances where they are required to 


Close members of the family of a person are considered to be those family members who 
influenced by, that management in their dealings with the municipality. 


may be expected to influence, or be 
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1.27 Related parties (continued) 

The entity operates in an economic sector currently dominated by entities directly or indirectly owned by the South African 
Covernment. As a consequence of the constitutional independence of the three spheres of goiernment in South Africa onlv 
entities within the local sphere of government are considered to be related parties. ’ y 

1.28 Events after reporting date 

Events after reporting date are those events, both favourable and unfavourable, that occur between the reportinq date and the 
date when the financial statements are authorised for issue. Two types of events can be identified: 

ttiose that provide evidence of conditions that existed at the reporting date (adjusting events after the reporting date); 

• those that are indicative of conditions that arose after the reporting date (non-adjusting events after the reporting 


once™e'evCT^occurred USt th@ am0Unt recognised in the statements io reflect adjusiing evenfs afterthe reporting date 

The muriicipatty will disdose the nature of the event and an estimate of its financial effect or a statement thaf such estimate 

.annot be made in respect of al! materia! non-adjusting events, where non-disdosure could influence the economi.' ripcision'- 
of users taken on ihe basis of the financial statemenls. aeCkiono 

1.29 Budget informaOon 


Variances between budget and actual are regarded as material when there is a varianoe of: 

10% in fhe staiement of finandal position, statement of financial peribrmance and the cash flow statpment 
• 5% in capital expenditure. 

1.30 Services on kind 


The municipality does not recognise. seivices in kind as revenue or assets, but are disclosed as 
statements. 


a note to the annuaf financial 


( 
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--- 2018 2017 

R R 


2. Inventories 

Consumable stores 

3. Qther fimancšai assets 

Designated at ffair value 
Listed Fund -Sanlam 


7,020,503 7,893,602 


2,325,089 2,111,750 


Current assets 
Designated at fair value 

4. Receivables frorvi exchange transactions 
Third party vendors 


2,325,089 2,111,750 


698,072 670.313 


Thirdl party vendors 


The muntoipaBty introduced a new system in ths prior year whereby customers can purchase electricity through third party 
vendore, the money from the customere is received by Conlog whom in turn pay over to the mumcipahty. 


5. Receivabfes from non-exchange transactions 


Fines 

Levies 

Sundry debtors 
Sale of land debtors 


5,330,109 555,031 

44,721 44,721 

2,053,591 2,052,514 

4,113,599 4,113,599 

11,542,020 6,765,865 


ō. Ccmsumer debtors 

Gross baCances 

Rates 

Eiectricity 

Water and sanitation 
Refuse and other 


46,493,937 

50,554,777 

36,369,919 

30,077,785 

35,089,309 

69,414,253 

13,326,190 

10,872,133 


181,779,355 160,918,943 


Less: AHowance ffor impairment 

Rates 

Electrieity 

Water and sanitation 
Refuse and oiher 


Net balance 

Rates 

Electricity 

Water and sanitation 
Refuse and other 


(31,595,896) 

(25,055,700) 

(57,824,163) 

(9,056,501) 

(31,884,079) 

(18,194,639) 

(58,651,677) 

(7,355,903) 

(123,532,260) 

{116,086,298) 

14,898,041 

11,814,219 

27,265,146 

4,269,689 

18,670,698 

11,883,146 

10,762,576 

3,516,230 

58,247,095 

44,832,650 
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2018 2017 

R R 


Consumer debtors (continued) 


Rates 

537,812 

571,075 

Current (0 -30 days) 

445,283 

472,823 

31-60 days 

384,579 

408,365 

61-90 days 

367,321 

390,040 

91 -120 days 

347,212 

368,687 

121 - 365 days 

13,190,196 

14,006,003 

> 365 days 

15,272,403 

16,216,993 

Electricity 

426,488 

452,866 

Current (0 -30 days) 

353,111 

374,951 

31-60 days 

304,9-73 

323,835 

61-90 days 

291,288 

309,304 

91 -120 days 

275,341 

292,371 

121' - 365 days 

10,459,889 

11,106,828 

> 365 days 

12,111,090 

12,860,155 

Water and Sanitafion 

154,158 

1,045,134 

Current (0 -30 days) 

814,919 

865,321 

31 - 60 days 

703,824 

747,355 

61 - 90 days 

672,242 

713,820 

91-120 days 

635,439 

674,740 

121 - 365 days 

24,139,590 

25,632,612 

> 365 days 

27,120,172 

29,678,982 

Kefuse afiid otber 

154,153 

163,693 

Current (0 -30 days) 

127,638 

135,532 

31 - 60 days 

110,238 

117,056 

61 - 90 days 

105,291 

111,803 

91-120 days 

99,525 

105,682 

121 -365 days 

3,730,911 

4,014,759 

> 365 days 

4,377,761 

4,648,525 

Reconciiiation of ailov/ance for šmpairment 

(116,086,297) 

(116,086,297) 

Balance at beginning of the year 

(7,445,963) 

- 

Contributions to allowance 

(123,532,260} 

(116,086,297) 

7. Casb and casb equ'cvalents 



Cash and cash equivalents consist of: 




225,922 

375,672 

Cash on hand 

2,956,769 

1,188,548 

Bank balances 

11,468,517 

470,526 

Short-term deposits 

14,651,208 

2,034,746 
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2018 2017 

R R 


7. Cash and cash equivaSents (confinued) 

The mumcipality had the followšng bank accounts 

Account number / description Bank statement balances Cash book balances 



30 June 2018 

30 June 2017 

30 June 2016 

30 June 2018 

30 June 2017 

30 June 2016 

FNB - eheque account 
62063144431 

2,554,343 

844,744 

1,711,983 

2,554,343 

844,744 

1,711,983 

FNB - cheque account 
54351140693 

232,508 

56,452 

373,795 

232,508 

56,452 

373,795 

FNB - cheque account 
62200495960 

8,667 

90,443 

154,020 

8,668 

90,443 

154,020 

FNB - cheque account 
62224998023 

161,251 

196,909 

1,994,519 

161,251 

196,909 

1,994,519 

Total 

2,956,769 

1,188,548 

4,234,317 

2,956,770 

1,188,548 

4,234,317 

8. InvBstment property 









2018 



2017 



Cost / 

Accumulated 

Canying value 

Cost / 

Accumulated 

Carrying value 


Valuation 

depreciation 


Vafuation 

deprsciatlon 




and 



and 




accumulated 



accumulated 




impairment 



impairment 


Investment property 

56,253,235 

(2,416,877) 

53,836,358 

57,211,685 

(2,238,813) 

54,972,872 

Reconciliation of investment property - 2018 









Opening 

balance 

Disposals 

Depreciation 

Total 

Investment property 



54,972,872 

(1,052,631) 

(83,882) 

53,836,359 

fReconciliatson of investmenf property - 2017 









Opening 

balance 

Disposals 

Depreciation 

Total 

Investment property 



55,333,529 

(276,775) 

(83,882) 

54,972,872 


The municipality entered into a joint arrangement with ABSA Bank for the construction of a building for Ieasing purposes. The 
terms of the arrangement were as foilows; 


- The municipality contributed a piece of land, which was valued at R700.000 whilst ABSA contributed R6 300 000 for the 
construction of building. 

- The muriicipaiity's coritribution was deerned lO be worth 10% and ABSA 30%. 

- On completion of the building, ABSA occupied the building and leased additional rental space. 

- Building operating costs are deducted from the rental income. 

- ABSA is responsible for management of the building and in return compensated with 5% of rental income p!us a management 
fee which will be agreed between the parties. 

- The residue is shared in ierms of the venturers' contribution. 


In terms of GRAP 8 (Interest in Joint Ventures), the municipality’s component/share of the building was recognised as 
Investment property. The nature of this jointly controlled asset is investment property as it is leased to tenants and the 
municipality earns rentals from it. 

A register containing the information required by section 63 of the Municipal Finance Management Act is available for 
inspection at the registered office of the municipality. 
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--- 2018 2017 

R R 


g. Property, plant arod equipmerot 


Land 

Buildings 

Plant and machinery 
Furniture and fixtures 
fVlotor vehicles 
Office equipment 
Computer equipment 
Cornmunity 

Servitudes/road reserves 
Work in progress 
Landfill site 

Roads S stormwater assets 
Elecliicity assets 
Wastewater network 
Finance leased assets 
Other assets 

Total 


2018 


2017 


Cost Accumulated Carrying value 


depreciation 

and 

accumuiated 

impairment 

17,356,150 

- 

17,356,150 

66,086,644 

(47,392,339) 

18,694,305 

900,155 

(795,477) 

104,678 

475,809 

(404,065) 

71,744 

12,652,072 

(10,315,452) 

2,336,620 

66-9,080 

(253,340) 

415,740 

4,860,221 

(1,665,258) 

3,194,963 

110,165,491 

(65,533,012) 

44,632,479 

13,011,798 

- 

13,011,798 

59,654,471 

426,256 

60,080,727 

12,488,000 

(2,840,921) 

9,647,079 

835,181,008 

(267,692,569) 

367,468,439 

71,681,283 

(30,735,613) 

41,145,670 

2,184 

- 

2,184 

2.823,539 

(411,766) 

2,411,773 

5,311,861 

(4,302,204) 

1,009,657 


1,013,499,766 {431,915,760} 581,584,006 


Cost Accumuiated Carrying value 


depreciation 

and 

accumuiated 

impairment 

17,356,150 

- 

17,356,150 

67,555,049 

(45,376,011) 

22,179,038 

881,555 

(686,405) 

195,150 

475,779 

(340,990) 

134,789 

12,652,677 

(8,482,991) 

4,169,686 

334,941 

(208,407) 

126,534 

2,219,058 

(865,863) 

1,353,195 

109,740,401 

(61,547,341) 

48,193,150 

13,011,798 

- 

13,011,708 

43,199,721 

442,040 

43,641,761 

12,488,000 

(2,840,921) 

9,647,079 

625,016,998 

(253,616,484) 

371,198,514 

71,861,283 

(28,936,279) 

42,895,004 

2,184 

- 

2,184 

2,823,539 

(411,766) 

2,411,773 

5,311,861 

(3,604,342) 

1,707,519 


984,951,084 (406,727,760) 578,223,324 
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2018 2017 

R R 


10. Iniangible assets 



2018 


2017 

Cost 

Accumulated Carrying value 

Cost 

Accumulated Carrying value 


amortisation 


amortisation 


and 


and 


accumulated 


accumulated 


impairment 


impairment 


Computer software 2,091,643 

(455,600) 1,636,043 

1,967,100 

- 

1,967,100 

Reconciiiatšoni of iinitangible assets - 2018 

Opening 

Additions 

Amortisation 

Total 

Computer software 

balance 

1,967,100 

124,543 

(455,600) 

1,636,043 

Reconcaltatioii of intangibie assets - 2017 

Computer software 


Opening 

balance 

144,700 

Additions 

1,822,400 

Total 

1,967,100 


11. Heritage assets 




2018 



2017 



Cost 

Accumulated 

impainnent 

iosses 

Carrying value 

Cost 

Accumulated 

impairment 

losses 

Carrying value 

Other 

404,550 

- 

404,550 

404,550 

- 

404,550 


Rectonciliatioim off hentage assete 2018 


Other 

Reconciliation of heritage assets 2017 


Opening Total 

baiance 

404,550 404,550 


Other 


Opening Total 

balance 

404,550 404,550 
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2018 

R 

2017 

R 

12. Long-ferm liabšlities 



At amortised cosfc 

DBSA Loan 100121/3 

The loan has a fixed interest rate of 15.15% per annum and is repayable in 30 equai 
half-yearly instalments. The loan period is 15 years and redemption date is 30 June 

2019. 

901,992 

901,992 

DBSA Loan 102400/1 

The loan has fixed interest rate of 5% per annum and is repayable in 40 equal 
instalments. The loan period is 20 years expiring in 30 September 2028. 

1,187,822 

1,949,886 

DBSA Loan 100702/1 

The loan has a fixed interest rate of 11.73% per annum and is repayable in 40 equal 
haif-yeariy instalments. The loan period is 20 years and redemption date is 30 June 

2026. 

866,577 

866,577 

Short term portion of long term ioans 

2,981,233 

1,566,890 


5,937,624 

5,285,345 

Total other financial lcabilities 

5,937,624 

5,285,345 

Non-current liabilitles 

At amortised cost 

2,956,391 

3,718,455 

Current liabilities 

At amortised cost 

13. Finance Seaise obligatloei 

2,981,233 

1,566,890 

Minimum lease payments due 

- within one year 

1,226,606 

1,250,891 

- in second to fifth year inclusiv/e 

812,737 

1,954,518 


2,039,343 

3,205,409 

iess: fufcure finance charges 

(241,208) 

(397,621) 

Presenfc vaSue of minimum lease payments 

1,798,135 

2,807,788 

Present vaiue of minimum lease payments due 

- within one year 

1,118,143 

1,009,652 

- in second to fifth year inclusive 

679,992 

1,798,136 


1,798,135 

2,807,788 

14. Payables from exchange transactions 

Trade payables 

67,374,036 

51,361,233 

Payments received in advance 

501,709 

501,708 

Accrued leave pay 

1,558,403 

11,477,727 

13th cheque 

6,019,442 

3,000,790 

Payable clearing 

72,202 

81,437 

Other payables 

7,436,322 

6,741,601 

Retentions 

4,974,777 

5,105,684 

Consumer debtors unknown 

7,463,057 

3,493,698 

Debtors with credit balances 

10,050,051 

15,348,400 


105,449,999 

97,112,278 
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2018 2017 

R R 


15. VAT payabSe 


Net balance 

The municipaiity is registered for VAT on a payments basis. 

1,229,377 

1,461,039 

16. Consumer cSeposits 

Eleetricity 

1,339,716 

1,268,359 

Water 

655,188 

590,674 

17. Employee benefšt obligations 

1,994,904 

1,859,033 

Defined contribution plan 

The municipality has a policy to subsidise post-employment health care costs of employees 
on their retirement The subsidy covers the employee as well as the spouse or depenctent. 

The amounts recognised isi the statement of financia! position are as foilows: 

that belonged to medica! scheme 

Carrying value 

Present value of ihe defined benefrt obligation-wholly unfunded 

38,230,714 

43,126,000 

Non-current liabilities 

37,213,000 

42,118,000 

Current liabilities 

1,017,714 

1,008,000 

The municipality has no further obligation to cover unfunded benefits. 

38,230,714 

43,126,000 

Met expenee recognised in the statement of financiai performance 

Current service cost 

2,821,000 

2,632,000 

Interest cost 

4,715,000 

3,986,000 

Actuariai (gains) iosses 

(11,551,700) 

(3,092,000) 

Settlement 

(889,300) 

(744,000) 


(4,905,000) 

2,332,000 


Vaiuation method 

The Projected Unit Credit funding method has been used to determine the past-service iiabilities at the valuation date and the 
projected annual expense in the year following the valuation date. 

Post-empiovment Medical Aid Liabilities 

The expected value of each employee and their spouse’s future medical aid subsidies is projected by allowing for future 
medical inflation. The caiculated values are then discounted at the assumed discount interest rate to the present date of 
vaiuation (calculation). We also allowed for mortality, retirements and withdrawals from service as set out below. The accrued 
liability is determined on the basis that each empioyee’s medica! aid benefit accrues uniformly over the working life of an 
employee up until retirement. Further it is assumed that the current policy for awarding medical aid subsidies remains 
unchanged in the future. We assumed that 100% of all active members on medical aid will remain on medical aid once they 
retire. We also assumed that alf active members will remain on the same medical aid option at retirement. 

Valuation of Assets 


As at the valuation date, the medical aid liability of the Municipality was unfunded, i.e. no dedicated assets have been set aside 
to meet this liability. We therefore did not consider any assets as part of our valuation. 
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18. Unspent condifiona^ granfs and receipts 

UnspentconditionaS grants and receipts comprises of: 

UnspentconditionaS grants ancf receipts 

Library Grant 

LGSETA 

INEP 

Looai Government 
Municipa! Infrastructure Grant 


500,000 500,000 

437,855 297,578 

567,970 
837,956 837,956 

1,636,565 

3,412,376 2,203,504 


( 


See note 24 for reconciliation of grants from National/Provincial Government. 
19. Pmvisions 


Reconciliaiion of ptwisions - 2018 


Environmental rehabilitation 
Peiformance bonus 
Long service award 


ReconciBiafion of provšsions - 2017 


Environmenta! rehabilitation 
Performance bonus 
Long service award 


Non-curreni liabilities 
Current liabilities 


Opening 

Additions Reversed 

Total 

Balance 

during the year 


24,250,000 

13,667,000 

37,917,000 

585,505 

(586,505) 

_ 

6,311,000 

797,000 

7,108,000 

31,147,505 

14,464,000 (586,505) 

45,025,000 


Opening 

Balance 

Additions 

Utilised during 
the year 

Tota! 

13,790,000 

11,443,000 

(988,000) 

24,250,000 

480,846 

309,885 

(204,226) 

586,505 

5,942,000 

1,278,000 

(909,000) 

6,311,000 

20,212,846 

13,035,885 

(2,101,226) 

31,147,505 


45,025,000 

30,561,000 

586,505 

45,025,000 

31,147,505 
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19. Provisions (continued) 

Environmental rehabilitation provision 

The provision for rehabilitation of landfill sites reiates to the lega! obligation to rehabiiitate landfill sites to a condition whereby it 
complies to the permit requirements issued in terms of the Mineral and Petroleum Resources Development Act, (Act, 28 of 
2002). The provision was determined by an independent expert as at 30 June 2018 and approximates the discounted expected 
future cash flows using reasonable estimation techniques. 

During the current year, licences for the illegai dumpsites were obtained. The current liability raised a$ a provision has 
therefore been moved to nomcurrent as the municipality will rehabilitate the sites when the landfill sites arefull. 

Long servšce award 


in addition to normal leave an employee shal! qualify for the following additional ieave as recognition for service at the same 
employer, which shail be paid out respectiveiy once only the daie on which the various periods of continues service have been 
completed, as foliows: 

After 10 years service -10 working days 

* After 15 years seivice - 20 working days 

* After 20 years service - 30 working days 

* After 25 years service - 30 working days 

» After 30 years servioe 30 working days 

* After 35 years service - 30 working days 

* After 40 years service - 30 working days 

* After 45 years seivice - 30 working days 

An employee may c-hoose to either utilise the leave for holiday purposes or en-cash leave within 12 months. 


The two most important financial variables used in our valuation are the discount rate and saiary inflation. An indication of the 
uncertainties about the amount or timing of those outfiows. Where necessary to provide adequate information, an entity shail 
disclose the major assumptions made concerning future events. 

Dascount rate 


IAS19 defines the determination of the Discount rate assumption to be used as the rate that can “be determined by reference 
to market yieids at the baiance sheet* date on high quaiity corporate bonds. In countries where there is no deep rnarket in such 
bonds, the market yields (at the balance sheet* date) on government bonds should be used. The currency and term of the 
corporate bonds or government bonds should be consistent with the currency and estimated term of the post-employment 
benefit obligations."reimbursement. 

The amount of any expected reimbursement, stating the amount of any asset that has been recognised for that expected 
reimbursement. 


Performance bonus 

Bonuses are awarded to section 56/57 managers based on the aehievement of predetermined performance standards. The 
borsuses are calcuiatsd bassd cn a percsntagc of ths tota! package. The bonuses vvers approved by the Councl! snd paiu oiit 
for the previous financia! years. The provision is an estimate of the amount due to the section 56/57 managers. There were no 
performance bonuses paid in the current year. 


20. Service charges 


Sale of efectricity 
Sale of water 

Sewerage and sanitation charges 
Refuse removal 


51,745,208 51,738,832 

8,881,669 7,328,865 

2,401,329 2,192,002 

7,037,787 6,7 25,306 

70,065,993 67,985,005 
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21. Rental of faciiities and equipment 
Premises 

Rental of facilities and equipment 

22. Investment revenue 

Imterest revenue 
Bank 

23. Property rates 

Rates received 

Residential 

Ccmmercial 

State 

Agricufture 


2018 

2017 


R 

R 



141,745 

305,459 

1,875,591 

613,420 


11,020,056 

9,216,403 

9,191,901 

10,002,819 

518,304 

1,661,416 

14,211,954 

19,592,431 

34,942,215 

40,473,071 


Property rates are levied on the value of land and improvements, which valuation is performed every four years. The last 
valuation came into effect on 1 July 2014. Interim valuations are processed on a continuous basis to take info account changes 
in individual property values due to alterations and subdivisions. Interim valuations are processed on a continuous basis to take 
into account changes in individual property values due to alterations and subdivisions. 

A ge-neral rate is applied as follows to property valuations to determine property rates: 

Residentia! properties: 0.01600 c/R (2017: 0.01500 c/R) 

* Business/lndu-strial properties: 0.03200 c/R (2017: 0.03000 c/R) 

* State owned properties: 0.0040 c/R (2017: 0.00375 c/R) 

Agricultural properties: 0.0040 c/R (2017: 0.00375 c/R) 

* Public service insfrastructure properties: 0.0040 c/R (2017: 0.00375 c/R) 

* Groot Marico: 0.016 c/R (2017: 0.00375 c/R) 

Rebates: 

* Agricultural properties: 65% on application (2017:65%) 

* Agricuitural properties - Special category: 10% on application (2017:10%) 

4 Public service infrastructure : 30% (2017:30%) 

Reiired and dšsabled persons on residerttial properties: 

* Owner with income less than R5 000 per month(excluding indigents) -50% (2017:50%) 

- Owner with income less than between R5 001 and R10 000 per month:40% (2017:40%) 

Reductšons: 

Municipal Property Rates Act 2004 - first R15 000 on market value of residential and agriculturai is exempted. 

A 10% discount on ful! settlement of rates before 30 September each year for residential, business and industrial. 
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2018 2017 

R R 


24. Government grants and subsidies 


Operating grants 


Equitable share 

137,071,000 

126,139,000 

Library Grant 

- 

1,000,000 

Financial Management Grant 

2,145,000 

1,810,000 

LG Seta 

- 

618,915 

EPWP Grant 

1,091,000 

1,104,000 

Water supply grant 

2,000,000 

- 


142,307,000 

130,671,915 

CapÈtaS grants 

MIG 

32,145,224 

35,460,000 

INEP 

7,167,970 

1,432,030 

Local Government Grant 

- 

438. ,642 


$9,313,194 

37,330,672 


181,620,194 

163,002,587 

Equitabte Share 

l.n terms of the Constitution, this grant is used to subsidise the provision of basic sen/ices to indigent cornmunity 

members. 

folunicipal Infrastructure Granf (MSG) 

Balance unspent at beginning of year 

- 

- 

Current-year receipts 

36,704,000 

35,460,000 

Conditions met - transferred to revenue 

(32,145,224) 

(35,460,000) 

Other 

(2,922,212) 

- 

Conditions stil! to be met - remain liabilities (see note 18), 

1,636,564 


Financša! Jiflanagement Grant 

Current-year receipis 

2,145,000 

1,810,000 

Conditions met - transferred to revenue 

Conditions still to be met- remain liabilities (see note 18). 

(2,145,000) 

(1,810,000) 

Library Grant 

Balance unspent at beginning of year 

500,000 

500,000 

Current-year receipts 

- 

1,000,000 

Conditions met - transferred to revenue 

- 

(1,000,000) 

Condiiions stiii to be met - remain liabilities (see note 18). 

500,000 

500,000 

EPVVP 

Current-year receipts 

1,091,000 

1,104,000 

Conditions met - transferred to revenue 

(1,091,000) 

(1,104,000) 


- 

- 
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2018 

R 

2017 

R 

24. Government grants and subsidies (confcanued) 

Conditions still to be met - remain liabilities (see note 18). 



LGSETA 



Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 

297,578 

140,277 

916,493 

(618,915) 


437,855 

297,578 

Conditions still to be met - remain liabilities (see note 18). 



IWEP 



Balanoe unsperit at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 

587,970 

6,600,000 

(7,167,970) 

2,000,000 
(1,432.030) 


- 

567,970 

Conditions still to be met - remain liabilities (see note 18). 



Locafi Govermnent 



Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 

837,956 

1,276,598 

(438,642) 


337,S5S 

337,956 

Conditions stili to be met - remain liabilities (see note 18). 



W&t&T Suppfiy Grant 



Current-year receipts 

Conditions met - transferred to revenue 

2,000,000 

(2,000,000) 

- 


- 

- 

Conditions still to be met - remain fiabilities (see note 18). 



25. Revenoe 



Sale of land 

Serviee charges 

Rental of facilities and equipment 

Licences and permits 

Miscellaneous other revenue 

Interest received - investment 

Property rates 

Government grants & subsidies 

Fines, penalties and forfeits 

169,650 

70,065,393 

141,745 

1,100,121 

2,675,920 

1,875,591 

34,942,215 

181,620,194 

5,575,164 

67,760 

67,985,005 

305,459 

2,778,840 

1,692,097 

613,420 

40,473,071 

168,002,587 

4,994,929 


298,166,593 

286,913,168 
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R 
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R 

25. Revenue (continuecS) 



The amount included in revenue arising from exchanges of goods or services 
are as foilows: 

Service charges 

Rendering of services 

Rental of facilities and equipment 

Licences and permits 

Miscelianeous other revenue 

Interest received - investment 

70,065,993 

169,650 

141,745 

1,100,121 

2,675,920 

1,875,591 

67,985,005 

67,760 

305,459 

2,778,840 

1,692,097 

613,420 


76,028,020 

73,442,581 

The amount oncluded in revenue arasing ffrom non-exchange transactions is as 
follows: 

Taxation revenue 

Property rafes 

Transfer revenue 

Government grants & subsidies 

Fines, penaifies and forfeits 

34,942,215 

181,620,194 

5,575,164 

40,473,071 

168,002,587 

4,994,929 


222,137,573 

213,470,587 

26. Bulk purchases 



Electricity 

45,244,172 

42,860,444 

27. Contracted sesvices 



Lift maintenance 
!T support services 

Security services 

26,045 

964,940 

8,368,416 

14,188 

376,283 

6,431,595 

28. Debf impaimient 



Contributions to debi impairment provision 

7,445,962 

36,052,610 

29. Depreciation and amortisation 



Property, plant and equipment 

Investment property 

Intangibie assets 

28,630,427 

83,883 

455,600 

31,025,324 

83,883 


29,169,910 

31,109,207 
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30. Employee related costs 

Basic 

13th Cheque 

Medicai aid - company contributions 

UIF 

SDL 

(Decrease) / Increase in leave pay provision charge 
Pensionfund contributions 

Travel, motor car, accommodation, subsistence and other allowances 

Overtime payments 

Long-service awards 

Acting allowances 

Enteilainrnent allowance 

Housing benefits and allowances 

(Deorease) / Increase in performance bonus provision 

Cellphone ailowance 

Bargaining council 

Leave payout 

Standby allowance 

(Decvsase) / Increase in bonus provision 
Post r&tii'ement mectical benefil 
Termination benefits 


Remuneration of Direotor Technical Services 

Annual remuneration 
Performance bonuses 

Contributions to UIF, Medical and Pension Funds 
SDL & Bargaining Council 
Ceilphone allowance 


Remiineration of Director Communfity Servaces 

Annual remuneration 
Car ailowance 

Contributions to UIF, Medical and Pension Funds 
Cellphone allowance 
SDL & Bargaining council 
Termination leave payout 


Rennuneratiors of Director Local Economic DeveBopment 

Annual remuneration 
Car allowance 

Contributions to UIF, Medical and Pension Funds 
Cellphone allowance 
SDL & Bargaining council 


2018 

2017 

R 

R 


74,736,343 

73,315,285 

8,995,156 

5,467,226 

4,222,802 

8,335,192 

598,126 

615,627 

1,092,246 

955,152 

(9,919,324) 

2,984,575 

14,980,002 

14,103,997 

4,223,344 

4,547,947 

7,695,370 

7,472,289 

1,252,526 

821,629 

482,086 

2,089,774 

33,527 

216,974 

863,333 

769,550 

(309,866) 

309,886 

305,785 

318,205 

34,026 

33,032 

921,221 

872,661 

1,869,790 

1,246,713 

(276,619) 

469,569 

(4,905,000) 

(1,154,000) 

- 

1,405 

106,894,854 

123,792,688 

1,083,599 

983,058 

- 

204,227 

1,636 

1,785 

11,091 

12,145 

16,500 

18,000 

1,112,826 

1,219,215 

575,328 

743,058 

200,000 

240,000 

1,636 

1,917 

15,000 

18,000 

8,998 

9,624 

141,420 

- 

942,382 

1,012,599 


57,533 

914,250 

20,000 

240,000 

- 

1,785 

1,500 

18,000 

- 

9,972 

79,033 

1,184,007 
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R 
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30. Employee relafed costs (continued) 
Remuneration of Chief Audit Executive 


Annua! remuneration 

810,394 

863,058 

Car allowance 

120,000 

120,000 

Contributions to UIF, Medical and Pension Funds 

1,785 

1,785 

SDL & Barganing council 

9,343 

9,863 

Cellphone allowance 

18,000 

18,000 


959,522 

1,012,706 

Remtinerafšon of Municipal Manager 

Annual remuneration 

837,786 

1,065,915 

Car allowance 

81,141 

42,283 

Annual bonus 

2,752 

- 

Contrifoutions to UIF, Medical and Pension Funds 

39,544 

70,807 

CeMphone silowance 

9,650 

3,300 

SDL & Bargaining council 

1,868 

11,082 

Termination leave paid out 

117,064 

- 

Backpay 

15,884 

- 

Acting allowance 

29,256 

- 

Housing ailowance 

42,390 

- 


1,177,365 

1,193,387 


Mr Ml Matthews was appointed as acting Municipa! Manager on the 13th of July 2017 and his contract expired on 23 November 
2017. Mr SA Adroos was then appointed as Municipal Manager on 23 November 2017 and resigned on 02 Aprii 2018. Mr 
Phakaiane was appointed as the acting Municipal Manager on 15 Apri! 2018. 

Chief Finance Offs'cer 


Annuai remuneration 

635,764 

546,252 

Car allowance 

40,000 

45,000 

Contributions io UIF, Medical and Pension Funds 

- 

70,483 

SDL & Bargaining council 

- 

5,730 

Cellphone allowance 

12,504 

3,300 

Housing allowance 

80,000 

- 


768,268 

370,765 

Mr Morris was appointed on 23 October 2017 as the Chief Financial Officer. 



Actèog Director Technical Services 



Annual remuneraiion 


514,517 

Car allowance 

- 

45,000 

Contributions to UIF, Medical and Pension Funds 

- 

87,212 

Cellphone allowance 

- 

3,300 

SDL & Bargaining council 

- 

5,670 


- 

655,699 

The actinq Director Technical Services was appointed in March 2016 after the Director was suspended. The Director Technical 

Services was reinstated in July 2016. However the Acting Director remained in office and received remuneration. 
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30. Empioyee related costs {continued) 

Director Corporate Services 

Annual remuneration 
Car allowance 

Contributions to UIF, Medical and Pension Funds 
Celiphone allowance 
SDL'& Bargaining council 
Housing allowance 


Remunerationi of Executive ^lanager 

Annuai remuneration 
Travel aiiowance 
Performance bonuses 

Contributions fo UIF, Medica! and Pension Funds, SDL & Bargaining council 
Performance bonus 
Housing allowance 
Celiphone aHowsaice 


Remunerationi of Acting Municipal Manager 

Annual remuneration 
Travel allowance 

Contributions to UIF, Medical and Pension Funds, SDL & Bargaining council 
Cellphone allowance 


31!. Fioanice costs 

Other interest 

Trade and oiher payables 

Post retirement interest cost 


32. Remuneration of counciSlors 

Mayor 

Speaker 

Counciliuis 


611,536 

491,762 

145,990 

45,000 

- 

56,614 

13,500 

3,300 

- 

5,046 

20,000 

- 

791,026 

601,722 


258,006 

445,086 

37,500 

180,000 

- 

9,000 

- 

8,545 

- 

115665 

3,983 

- 

2,750 

- 

302,239 

758,296 


- 

490,209 

- 

41,460 

- 

46,899 

- 

3,040 

- 

531,608 


3,089,720 

2,643,039 

2,196,506 

705,274 

4,715,000 

3,986,000 

10,001,226 

7,334,313 


847,560 

775,174 

687,017 

617,852 

11,020,660 

8,224,690 

12,555,237 

3,617,716 


Dn-kind foeneffits 


The Mayor and Speaker are full time. Each is provided with an office and secretariai administration support at the cost of the 
Councii. The Mayor and ihe Speaker each have the use of separate Counci! owned vehicles ior officia! duties.The Mayor has 
one full-time bodyguard. 
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33. General expenses 


Advertising 
Auditors remuneration 
Bank charges 
Billing charges 
Chemicals 

Community development and training 

Conferences and seminars 

Consulting and professional fees 

Consumables 

Discount aliowed 

Electricity 

Employee awareness 
E)dended public works program 
Fuel and oil 
Funaraf costs 
Hire 

IT expenses 
Indingent subsidy 
Insurahee 

tnverrtory adjustmenf 
Landfill site provision 
Motor vehicle expenses 
Other expenses 
Postage and courier 
Printing and stationery 
Refuse 

Right of use - Water 

Sitting allowance 

Software expenses 

Staff welfare 

Store and materials 

Subseriptions and membership fees 

Telephone and fax 

Training 

Travel - local 


211,621 

230,350 

865,070 

257,544 

21,687 

208,900 

46,350 

14,347,648 

299,733 

4,662,886 

973,307 

7,467,153 
1,918,603 
3,350 
214,812 
193,604 
2,250,150 
364,639 

13,667,000 

163,365 

53.399 
258,198 
712,496 

52,069 

2,784,159 

395,053 

196,963 

316,119 

1,221,296 

1,527,851 

34.400 
1,092,106 

57,017,281 


138,134 

3,547,464 

1,072,378 

228,573 

18,600 

964,414 

127,444 

11,274,033 

286,483 

521,524 

1,347,089 

29,934 

6,266,800 

1,618,069 

9,300 

70,100 

67,410 

2,249,845 

703,981 

146,418 

10,460,000 

171,722 

1,007,542 

259,579 

1,744,114 

88,687 

74,086 

2,409,536 

345,046 

111,972 

575,023 

1,074,136 

821,499 

7,729,928 

1,447,147 

59,008,710 


34. Fair value adjustmenits 

Other financial assets 
* Listed Funds 
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35. Cash generated from operations 


Surplus (deficit) 

13,992,537 

(39,562,956) 

Adjustments for: 



Depreciation and amortisation 

29,169,910 

31,109,207 

Gain on sale of assets and liabilities 

2,577,553 

588,847 

Fair value adjustments 

- 

(8,521) 

Impairment deficit 

- 

2,333,318 

Debt impairrnent 

7,445,962 

36,052,610 

Movements in retirement benefit assets and iiabilities 

(4,895,286) 

2,832,000 

Movements in provisions 

13,877,495 

10,934,659 

Inventory adjustment 

- 

146,418 

Miscellaneous revenue (non cash) 

(1,188,054) 

- 

Changes in workšng capitai: 



Inventories 

873,099 

(1,0.92,570) 

Reeeivables from exchange transactions 

<27,759) 

225.634 

Consumer debtors 

(20,860,408) 

(31,511,430) 

Other receivables from non-exchange iransaciicns 

(4,776,155) 

(4,416,323) 

Payables from exchange transactions 

8,337,718 

30,291,755 

VAT 

(231,662) 

(6,249,865) 

Unspent conditional grants and receipts 

1,208,672 

426,906 


45,503,622 

32,099,689 

36. Auditors' remuneration 



Fees 

230,350 

3,547,464 

37. Comnmitments 



Authorised capital expendifure 



Already contracted for but not provided for 



• Property, plant and equipment 

20,40.8,078 

30,361,051 

TofcaS capitaS commitments 



Already contracted for but not provided for 

20,408,078 

30,361,051 


This committed expenditure relates to projects and will be financed by available bank facillties, retained surpluses, existing 
cash resources, funds intemally generated, etc. 
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38. Contingencies 


2017 

R 


38.1 Courf Proceedings: 

Hi Kii^ 


Litigation and claims 

Malidous prosecution between Ramotshere Moiloa Local Municipality versus Martinui 
Ram ° tShSre Moiloa Local Municipality and NJ Motang 

SSa:— 

sxssssss sssrssr” b * s— ^ 

»"” £ "Š ,PP “° n R ””“” ***» Mu« Pa % IMATU 

“•»“ ft amotsh» re MMM UCM Munioipality M p 
Discipimary proceedings between Ramotshere Moiloa Loca! Muniripalitv and S Sithnle 

P“ Urt * be F e8 n Ram0,Sh9re Moiloa Local MunicipalJ and G Makaukau 
Cromhout apP ' Catl0n between Ramotshere Moiloa Local Municipality and JJ 

Mangope' 7 pr0ceedsings betwen Ramstshere Moiloa Local Municipality and S 


225,000 225,000 

80,151 80,151 

100,000 100,000 

85,000 85,000 

300,000 300,000 

247,881 247,861 

200,000 200,000 

400,000 110,000 

50,000 50,000 

50,000 50,000 

350,000 
700,000 

500,000 


3,288,012 1,448,012 

39. Risfc management 
Rimanciall irisfc managemsnt 


iSLS'nr^ n,n T „ e 

, Wre p«, nsk limfls s„a «**'»«, “fc’S. ," "nl^ b » “» ”" ifi i»«T <» »« 

JSSSffi’SSS JSSMSS? *P *.!"..«» « intsrnational 

reports which analyse exposures by degree and magnitude of risks These^kfinrh.H^ the r 7 ,un, ? r f allt y thr °ugh internal risk 
fa.r value interest rate ris k and pnce risk) 9 credi, risk Cdity "** (indUdin9 CUrren ° y risk ' 

and procldure^ intere^rareRteK* 16 ° pera,ions }hrou 9 h intemal policies 

reviewed regularly to reflect changes to market conditions and the muniH^iF R, f. ( mana 9 erT > e nt policies and systems are 
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39. Risk management (continued) 
Liquidity risk 


Uquidity nsk is the risk that the municipality will encounter difficuity in meeting the obligations associated with its fmancial 
Iiabilrties that are settled by deiivering cash or another financial asset. The municipality’s approach to managing liquidity is to 
ensure as far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both normal and 
stressed conditions, without incurring unacceptable losses or risking damage to the municipaiity’s reputation. 

Liquidity risk is managed by ensuring that all assets are reinvested at maturity at competitive interest rates in relation to cash 
flow requirements. Liabillties are managed by ensuring that a!I contractual payments are met on a timeous basis and if 
required, additional new arrangements are established at competitive rates to ensure that cash flow requirements are met. 

Credat risk 


Credit risk consisis mainly of cash deposits, cash equivalents, derivative financiai instruments and trade debiors. The entity 
°niy deposils cash with major banks vvith high quality credit standing and limits escposure to any one counier-party. 

Trade recaivables comprise a widespread customer base. Management eveluated credit risk relating to customere on an 
ongoing basis. If customers are independently rated, these ratings are used. Otheiwise, if there is no independent rating risk. 
control assesses the credit quafity of the customer, tafcing into account its financiai positlon, past experience and other fectors. 
Individuai nsk iimits are set based on internal or eKtsmaf ratings in accordance with limlts set by the board. 

40. Going concern 

The annuai financial statements have been prepared on the basis of accounting policies applicable to a going concern. This 
basis presumes that funds wiil be available to finance future operations and that the realisation of assets and -settlement of 
iiabilities, contingent obligations and Gommitments will occur in the ordinary course of business. 

41. Unauthonsed expenditure 


Opening balance 
Adjustments 


130,520,575 128,431,935 

23,268,307 2,033,640 

153,788,882 130,520,575 
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42. Fmifiess and wasteful expenditure 


Opening balance 8,766,373 4,530,260 

Current year 5,986,204 4,236,’l 13 

14,752,577 8,766,373 


Fruitless and wasteful expenditure has been reported to Council and the matter is stil! undèr investigation by Sec 32 
Committee. The information required per MFMA sl25(2)(d)(i)-(iii) is not available. 


The expenditure is caused by interest charged on overdue accounts of Eskom, Telkom and Auditor General South Africa. 
A detailed breakdown of the fruitless and wastefui expenditure is disclosed in detail as below: 


Auditor General - interest on overdue accounts 

hskom Buik - Interesi on overdue ac-counts 

Eskorn Ofher - Interest on overdue accounts 

Eskom VVaterv\/orfcs - Interest on overdue accounts 

Modibetsane DG - Aeting allowance paid 

SAR.S - Psnalfies and interest 

Tsfem South Afrioa - Interest on overdue accounts 

Sebogodi GM - Salary paid whiie employee was on specia! leave 

TIVIT Tiro - Salary paid while employee was on special leave 

R.T F'hafcalane - Acting aliowance- paid 

Pension penalties 

VAT penalties 


11,764 

125,533 

2,591,439 

1,703,533 

- 

83,065 

96,278 

210,856 

- 

196,111 

1,987,399 

506,246 

72,278 

13,802 

- 

£39,664 

655,306 

855,299 

29,256 

_ 

339,396 

_ 

3,088 

- 

5,986,204 

4,236,113 
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43. Irregular expendiiure 
Opening balance 

Add: Irregular Expenditure - current year 


Analysis of irregular expenditure - curreni year 

Tenders/quotations not advertised 
Tenders with missing information 
SCM procedures notfollowed 
Three qoufes not obtained 
Deviation form not filled 
Irregular appointments 
Expired contracts 

Evaiuation cnteria was not consistent 

Orders created after 

Different recommendation 

Not registered on CSD 

Committee composition 

Points for the BBBEE were incorrectly awarded 

Mo conourrance frorn MEC 

MPAC Administrator irreguiary appointed 

MPAC Manager was appointed irregulary 

MPAC Researcher was appointed irregulary 

Employees that have passed retired on payroll 


44. Addilionai disclosure in terms of Munšcipal Finance iVianagement Act 

44.1. Contributiofis fto organised Socai govemrrcent 

Current year subscription / fee 
Amount paid - current year 


44.2. Audit fees 

Opening balance 
Current year subscription / fee 
Amount paid - current year 
Adjustments 


44.3. PAYE, SDL and BSF 

Opening balance 

Current year subscription / fee 

Amount paid - current year 


2018 

2017 

R 

R 


140,616,963 

12,521,328 

109,153,603 

31,463,360 

153,138,291 

140,616,963 


7,390,928 

2,375,695 

- 

45,808 

924,811 

545,174 

- 

143,033 

423,750 

- 

- 

472,917 

14,636 

8,351,902 

3,205,818 

5,474,688 

- 

19,500 

- 

5,571,460 

34,000 

- 

- 

2,703,5.54 

527,385 

3,212,284 

- 

759,000 

- 

484,033 

- 

373,116 

- 

252,153 

- 

178,993 

12,521,328 

31,463,360 

1,181,890 

1,049,070 

(1,181,890) 

(1,049,070) 

_ 



1,565,836 

2,172,021 

230,350 

3,547,464 

(844,868) 

(4,153,649) 

(364,961) 

- 

586,357 

1,565,836 


2,931,634 

1,307,921 

17,570,225 

18,635,942 

(20,342,960) 

(17,012,229) 

156,899 

2,931,634 


55 


Ramotshere IVioifoa Locaf Municlpafity 

Annual Financia! Statements for the year ended 30 June 2018 


Notes to the Annuaf Financial Statemeots 

2018 2017 

R R 


44. Additionaf discfosure in tenms of Municipaf Finance Management Act (continued) 
44.4. Pension and ft/iedical Aid Deductions 


Opening balance 

2,930,777 

1,581,616 

Current year subscription / fee 

23,250,919 

34,585,962 

Amount paid - curreni year 

(21,333,575) 

(33,236,801) 


4,848,121 

2,930,777 

44.5. VAT 

VAT payable 

1,229,377 

1,461,039 


All VAT returns have been submitted by the due date throughout the year. 
44.6. CouncSHIoFS* arrear consumer accounts 

Tne following Counciilors had arrear accounts outstanding as at 30 June 2018: 


3D Jone 2018 

Outstanding 

Outstanding 

Tota! 


less than 90 

more than 90 

R 


day-s 

days 



R 

R. 


Cllr Moloantoa 

- 

4,084 

4,084 

Clir Rajan 

- 

376,085 

376,085 

Cllr Motladiile LK 

- 

743 

743 


- 

380,912 

380,912 

30 June 2017 

Outstanding 

Outstanding 

Total 


less than 90 

more than 90 

R 


days 

days 



R 

R 


Cllr Dreyer 

- 

225 

225 

Cllr Mediro 

- 

3,048 

3,048 

Cilr Kadi 

- 

7,633 

7,633 

Cllr Modibetsane 

- 

225 

225 

Cllr Mokotong 

- 

225 

225 

Cllr Nare 

- 

6,018 

6,018 

Cllr Moioantoa 

- 

4,775 

4,775 

Cllr Rajan 

- 

241,633 

241,633 

Cllr Phetwe 

- 

5,757 

5,757 


- 

269,539 

269,539 

45. Service m kind 





During the current year, the municipality received assistance from the North West Provincial Government - Treasury. This took 
the form of appointment of the Acting Chief Financial OfRcer, who assisted the municipality with the administrative roles 
performed by the Chief Financial Officer 
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46. Distribution Losses 


Electricity distribution losses 
Killo Watts per Hour 

Total loss (Rand) 


12,176,215 11,530,507 

11,446,915 10,839,200 


The main reason for incurring electricity losses relates to heat thr ° USh ** COnduCt ° rS ’ ille9a ' 

connections, meter tampering and incorrect metenng. Cost per KWH R0.83 .1 (2017. R0.8 )- 


47. New standards and interpretations 

47.1 Standards and interpretations effectšve and adopted in the current yeas 

ln jhe current year, there were no new standards and interpretaiions that are effective for the current financial year and that 
are reisvant to the municipality's operations. 


47.2 Standards and iriterpretations issusd, but not yet effective 

Thp municipality has not applied the following standards and intensretatbns, which have been published and are mandatory 
forthe munidpalfty's acwuntins periods beginnmg on or after 01 July 201o or laier periods. 


Standard / Interpretatioini: 

* GRAP 8 (as revised 2010): interests in Joint Ventures 

* GRAP 20: Related parties 

* GRAP 16 (as amended 2016): Investment Property 

« GRAP 17 (as amended 2016): Property, Plant and 

Equipment 

GRAP 21 (as amended 2016): Impairment of non-casn- 

generating assets . , 

. GRAP 26 (as amended 2016): Impairment of cash- 

generating assets 


Effective date: 

Years beginning on or 
after 

01 April 2019 
01 April 2019 
01 Apri! 2018 
01 April 2018 
01 April 2018 
01 Aprii 2018 


Expected impa&t: 


Unlikeiy there will be a 
material impact 
Unlikely there will be a 
material impact 
Unlikely there will be a 
material impact 
Unlikeiy there wil! be a 
material impact 
Unlikeiy there will be a 
material irnpact 
Unlikely there wi!i be a 
material impact 


57 



Ramotshere Moifoa Locai Municipality 

Annual Financial Statemenfs for the year ended 30 June 2018 

Notes to the Annuaf Financiaf Statements 


2018 2017 

R R 


48. Related parties 

Key management and councillors receive and pay for services on the same terms and conditions as other ratepayers / 
residents. 7 

The rates, service charges and other charges are in accordance with approved tariffs that were advertised to the public. No bad 
debt expenses have been recognised En respect of amounts owed by related parties. 

ReSated party baSances 

Amounts included s'n Trade receivabfe (Trade Payable) regarding related partšes 
Dreyer R 
Mothoagae P 
Moloantoa ITKC 
Rajan MF 20Q0541 
Rajan MF 30030024 
RajanMF 20013231 
Motladiile 1 
Sapala TN 
Phetwe K 
Seabi OFHBV 


378,116 282,943 


34,189 

2,082 

311 

- 

5,757 

21,281 

72,452 

42,669 

7,050 

16,019 

255,961 

191,620 

1,314 

(17) 

736 

2,462 

346 

6,800 

- 

27 


Related party transactions 


Rates levied 
Dreyer R 
Mothoagae P 
Moloantoa ITKC 
Rajan MF 
Rajan MF 2000541 
Rajsn MF 30030024 
Rajan MF 20013231 
Motladiile I 
Sapala TN 
Phetwe K 
Seabi OPHBV 
Malema 
Birkenstork 


- 

3,900 

2,160 

1,875 

1,600 

1,350 

- 

8,875 

- 

4,485 

- 

1 

- 

41,417 

- 

435 

2,800 

2,475 

2,560 

2,250 

- 

5,040 

7,120 

- 

6,480 

- 


Serviee charges 
Dreyer R 
Mothoagae P 
Moloantoa ITKC 
Rajan MF 
Rajan MF 2000541 
Rajan MF 30030024 
RajanMF 20013231 
Motladiile I 
Sapala TN 
Phetwe K 
Seabi OPHBV 
Malema 
Birkenstork 


- 

8,162 

1,837 

1,690 

6,231 

4,788 

- 

6,446 

- 

11,830 

- 

1,304 

- 

40,579 

- 

1,690 

7,292 

3,887 

1,841 

1,690 

- 

5,497 

4,720 

- 

9,189 

- 
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49 . Change in estimate 


property, piant and equipment 


During theyear the municipality have performed condition assessments 
effect of the change in remaining life of assets is decreased depreciation 


of assets that reach a zero remaining useful life. The 
in the current year of R3,338,265. 


Subsequently future depreciation will increase 


with the value of R 3,338,265 spread over an average of 5.02 future years. 


Details of the effect of change in estimate is as follows: 


Buildings 

CommunHy facilities 
Roads Natwork Infrastructure 
Storm water infrastruciure 
Eiectrical network infrastructure 


Value of 

Average years 

depreciation 

remaining for 

charged less 

assets 

in the current 

depreciafcion 

fjciancjal year 


276,075 

3.33 

182,519 

4.61 

2,533,996 

3.30 

111,050 

8.04 

234,625 

5.81 

3,338,265 

5.02 
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50. Budget differences 

Material differences between budget and actual amounts 

50.1 The actual licences and permits income was less than the budgeted amount. This is mainly due to the testing station 
being set alighty during the service protests. 

50.2 The actual miscellaneous revenue was less than the budgeted amount. This is due to income being less than 
anticipated. 

50.3 The budgeted interest income was less than the actual interest income. This is due to more funds that were invested 
and more interest was received compared to the previous year. In addition, equitable share and other conditional 
grants were invested as soon as they were received. 

50.4 Actual government grants were less than the budgeted amount. This is due to the National Treasury withholding R8,3 
million because of slow spending on MIG. 

50.5 Actual fines income is more than the budgeted amount. This is due to more traffic fine income being generated than 
previously anticipated. 

50.6 The budgeted employee related costs are more than the actual amount. This is due to the vacancies of Municipal 
Manager, Director: Planning and Development, Director: Technical, Chief Financial Officer and Director: Corporate 
Services being filled in October 2018. 

50.7 Actual financial costs incurred are more than the budgeted amount. This is mainly due to the interest cost relating to 
the valuation of post retirement medical obligation, as well as interest charges from the DBSA loans. In addition, 
interest on outstanding debt was charged by Eskom and Telkom as the municipality had cash flow challenges . 

50.8 The budgeted debt impairment is greater than the actual debt impairment. This is due to the impairment being 
recognised in the previous financial year for most of the consumer debtors. Refer to note 51 - Prior year adjustments. 

50.9 The budgeted bulk purchases are less than the actual amount. This is due to the amount being incorrectly budgeted 
for, as insufficient information was provided during the budgeting process. 

50.10 Actual contracted services costs are less than the budgeted amount. This is due to cash flow challenges that 
procluded the timeous conclusion of contracts forthe 2018 financial year. 

50.11 Actual general expenses are more than the budgeted amount. This is mostly due to the imputed expenses such as the 
landfill site provision that were incurred during the year. 

50.12 The loss on scrapping and disposal of assets was not budgeted for. 
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51. Prior-year adjustments 

Presented below are those items contained in the statement of financial position, statement of financial performance and cash 
f!ow statement that have been affected by prior-year adjustments: 

Statement of financial position 


2017 


Consumer debtors 
Provisions 

Property : plant and equipment 
Intangible assets 
increase in roads and stormwater 
Decrease in work in progress 

Effect on accumulated suspSus 
Statement ©f financial perforsiiance 
2017 


Increase in property rates 

Decrease in consuiting and professionai fees 

Increase in depreciation costs 

Increase in debt impairment 

Increase in landfiil site provision 

Effect on profit or floss 


Note 


Mote 


As previously 
reported 
63,404,654 
(19,113,000) 
578,543,451 
144,700 


622,979,605 


As previously 
reported 
28,117,171 
4,854,70(3 
49,195,939 


82,167,816 


Correction of 
error 

(18,572,004) 
(11,448,000) 
(1,168,911) 
1,822,400 
4,084,720 
(3,235,936) 


Correction of 
error 

12,625,900 
1,258,944 
(605,543) 
(31,197,816) 
(11,448,000) 

(29,366,515) 


Restated 

44,832,650 

(30,561,000) 

577,374,540 

1,967,100 

4,084,720 

(3,235,936) 


Restated 

40,743,071 

6,113,650 

48,590,396 

(31,197,816) 

(11,448,000) 

52,801,301 


(28,517,731) 594,462,074 


Errors 

The following prior period errors adjustments occurred. 

Consumer debtors and provBsaon for doubtfuS debts 

lnthe pre.iousyear, provisit«i fordoubtfu,idgh.'gyggl^^ynderetated duetothe^ewdnueldFU^S^ÈtdOO 

™ ■*- 

restrospectively. 

Provisions and general escpenses 

ci+^ u/flc nnrierstated bv R11 448,000. This resuited in the landfill site carrying 
valu? be^g^ove^stated^by^R11^448^000 and general expenses being understated by R11,448,000. The error has been 
adjusted restrospectively. 

Property, plant amd equipmemt amd deprecjatiom 

■ nmrtr -„ w e - rs deDr^ciat'O" -d accumulated depreciation were understated by R1,168,909. This error resulted in 
propeXp^t and equlpment being ōv; r stated by R1.1t: 909 and depreciation and operafing expenses The error has 

since been adjusted restrospectively. 
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51. trregular expenditure (continued) 

Intangible assets and general expenses 

ln the previous year, costs relating to the acquisition of intangible assets (computer software) were not capitalised. This 
resulted in general expenses being overstated by R1,822,400 and intangible assets being understated by R1,822,400. The 
error has been adjusted retrospectivley. 

Roads and stormwater assets 

ln the current financial year, it was discovered that certain items of roads and stormwater assets were omitted from the fixed 
asset register. This resulted in roads and storm water assets being understated by R4,084,720. The items were added to 
the fixed asset register and the errorwas corrected retrospectively. 


Work in progress 

There were differences between the asset regisier and the trial balance, which resulted in work in progress being 
overstated by R3,235,936. The error has been corrected restrospectively. 


The foHowing reclassifieafions adjustment oGCurred: 


52. Comparatšve figures 

Certain comparative figures have been reciassified due to the change in the Municipality s Standard Chart of Accounts 
(MSCOA). In the current year, municipalities were expected to align the chart of accounts to be in line with National Treasurys 
standard chart of accounts. The change in the chart of accounts resulted in the following changes to the comparative figures. 


Increase in contracted services 
Deci'ease in other expenses 
increase in stores and materials 
Decre-ase in other expenses 
Increase in motor vehicies 
Increase in employee related costs 
Decrease in remuneration of councillors 

Effect on profšt or loss 


376,283 

(376,283) 

102,458 

(274,180) 

171,722 

1,610,769 

(1,610,769) 


53. Deviations 


Incidents 

Deviations less than R200,000 
Deviations more than R200.000 
Other 


1,617,331 18,670 

2.467,257 1,101,550 

827,713 

4J584J538 1,947,933 
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